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Mickey Mouse 


French state to 
sell further 6% of 
its Renault stake 

The Frmch state is to sen a further 6 per cent of 

Renamt, taking its stake in Europe’s third-largest 
cannakCT to below SO per cent The symboUc ^ 
unexpected move confirms an acceleration in the 
countrrs privatisation programme. The ann«.^ Ti TT^ 
ment ^nasis ed that the sale was only a first step 
precedu^ a wider placing, allowing the company 
‘Ibe same capacity for strategic manoeuvre" as its 
rivals. However, analysts suggested the decision to 
sdl only 6 per cent r^resented a tacit admigc i f^n 
that a wider placing would be difficult in the short 
term. Page 15; Pei^ieot signals expansion. Page & 
Stance tonglimied on Valeo. 17 

Germans start ^warning* strikes: German 
postal workers stopped sorting letters and waste 
IpoUectors left rubbish untouched in ‘^vaming" pro- 
tests against a plan to freeze public sector wages. 
Unions threatened more action this week. Page 2 

37,000 wane out In Nor w ay: Nearly 37.000 
' Norwegian mechanical engineering woiters went 
m their first strike for 72 years in a dispute tijpt 
will affect subcontractors who prodnee components 
for European car manufacturers. Page 3 

Spain to 10% of Repsol: The Spanish 
govemmeni is to sell its 10 per cent stake in Repsol. 
the eneif g. gas and ctaemic^ group, at the earliest’ 
(giportanity. Page 15; Sepsol boosts profits. Page 16 

Bulga ria shuto 67 companies: The Bulgarian 
govenmient decided to close 67 ingsmairing compa- 
nies with the loss of around 29.000 Jobs, following a 
collapse of confidence in the country's currency. 
Mere jobs are to go when other state twnipanj p):; are 
restructured. Page 14; Biting the bullet. Page 2 

CompenaaMoa far EU beef f a rmers urgetfc 

The European Union's agriculture commissioner 
Franz Fisdiler is to propose that the EU pay its 
farmers EcuSSOm ($800iii0 in compensation for the 
drop In beef prices since the start of the crisis over 
BSB - or mad cow disease. Page 8 

Up to ^ght dead on Everest: Climbers from 
tbiee expeditions were feared dead in treacherous 
aether on Everest. Four were a New Zealand- 
led expedition struck by a blimaid. Three Indian 
climbers and one from a Taiwanese group are also 
believed to have died. 

J^aanese invest in fkrflirwood: Marubeni, the 
Japanese trading company, and Toho. the larg^ 

' Japanese film prodneer which makes the Japanese 
soles of GodzHIa films, annotmeed plans to invest 
up to YlSbh (5123.8m) in films prodneed by the Par- 
amount movie stndio. Page 18 

Maq^iew idteps ^pnmm^ 

' ' 6ir Patrick Maytaew 

(leCt). the UK Northern 
hr^and secretary, 
stepped up pressure on 
the IRA to restore hs ter- 
rorism ceasefire as Lon- 
don centered a plan for ' 
a group of churclmen 
lawyers to defuse 
sectarian tensicHis during 
thig year's wiawiiing sea- 
son in Ulster. Sfr Patrick 
is also soon likely to 
KTiTiminnft that forxner US senator Geca^ Mitchell 
mil pn tepriaiiy the most important negoda- 
ri nng on the province’s ftiture - those dealing with 
Dublin’s role in Northon Ireland’s affairs. Page 14 

Japan's earrent aceount surplus shrank by 
nearly a Quarter in the fiscal year to March, but the 
rate of decline slowed significantly. Page 6 

Smog flgiit mowss to LA gardens: The fight 
' 'gainst pollution in Los Angeles moved to the gar^ 
den as retailers were ofiered ‘‘sme^ credits" for any 
printpowered lawnmower or leaf blower they 

- snapped. Page 14; Diesd limits exceeded, Fa^ 8 

W faarsd drowned ki Pkkiston: About SO 
peo^.wme fear^drowned when a bus feU from a 
hrideft into an irr^tion canal in the southern Paki- 
_stani province of Sindh, the state radio repwted. 

kxBo^ig talks seek to avert trade wan US 

iTassistant trade n^otiator Lee Sands b^an talks 

' at avertiDg a trade war over allied Chinese 
' abu^ of intellect^ ccgryri^t agreements. Page S 

'TAN hR by asbestos appeal: T&N. the UE 

QTigfnKKTTOg group, admitted that attempts to cap 
its afi hffrirtg liabilities had suffered a setback in the 
' US'coTxrts. Page 15 

Selaclion of HK chief faces detay: A senior 
Chinese (^fidal suggested the selection of Hong 

Kong's firs* diief executive, the head of the postco- 
: inniai Administration after next year's handover to 
• China, could be delayed by several numths. Page 6 
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Missile merger will create Europe’s largest guided weapons company 

Matra and 
BAe agree » 

£lbn joint -1; 

arms venture 
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By David Biidian in Paris and 
Bernard Gray in London 

British Aerospace and Matra, the 
French defence group, yesteiday 
merged their ndssile businesses 
in a deal to create a £lbn 
f$l.S2bo) joint venture which will 
be Europe’s largest guided weap- 
ons company. 

At file same time Mr Jean-Luc 
Lagarddre, chairman of Matra’s 
pmnt company, said BAe would 
join Lagardtev group in its bid to 
buy the Tbomson-CSF defence 
electronics business, due to be 
inlvatised by tiie French govern- 
ment later this year. 

Lagardere aLso hinted that 
other wimpanifts , inrinHing Gen- 
eral Electric Company of the UK 
and Daimler Benz of Germany 
were ready to join it in bidding 
for Thomson. 

hi a sqjarate move yesterday, 
the Frendi goveniment unveiled 
a six-year defence programme 
designed to scrap conscription 
and give France smaller but fril- 
' ly-professianal aimed forces. 

The programme will involve 
expenditure of FFrSlfibn 
($100.38ba) on defence equipment 
to 1997-2002, much Jess than pro- 
posed in the previous multi-year 
plan, and will result in cuts 


French cabinet approves 

defence cuts Page 2 

14 

or delays in some projects. 

Lagarddie announced the con- 
ciusira of more than three years 
of negotiations to create a new 
Franco-British company to be 
called Matra BAe Dynamics. 

With 6,000 employees and a 
£lbn turnover, the company will 
have a British chairman - Mr 
John Weston, the cuirent head of 
BAe Dynan^ - and a Frendi 
chief executive. 

BAe is to pay Lagarddre 
between £50m and £llOm to com- 
pensate the French enmpany for 
its smaller order book. Each com- 
pany will have a SO per cent 
sha^olding in the new venture. 

Lagirdere said BAe had ^reed 
to join its consortium to bid for 
Thomson-CSF. the defence elec- 
tronics arm of the Thomson 
group. 

Mr Noel Forgeard. head of 
Matra Defence, went further at a 
Paris press conference to claim 
that Lonl Weinstocb of GEC had 
indicated he was ready ‘’finan- 
cially and industrially" to join in 
the Matra hid for Thomson. 
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Frendi defimee minister Charles union talks to the press after the French cabinet approved invsldeiit 
Jacques Chirac’s plan to create silver, frilly tvofessio^ armed forces by 2002 pkam: 


Mr Fmgeard also flourished a 
public statement from Mr Jurgen 
Schrempp, the head of Daimler 
ftang and Dr Manfbed Bischoff. 
the head of its aerospace subsid- 
iary, Dasa. The German indnstri- 
ali^ said th^ wanted Dasa to 
“play an active role ... in the 
restructuring of the European 
aerospace and defence todokry" 
and that "the talks between 
'Thomson and the Lagard^e 
group are regarded by us as most 
significant". 

Both GEC and Daiml^ Benz 
hold jnst under 3 per cent in 


Lagardere, thrmgh they also have 
ties with Alcatel, the French 
industrial group which is Lag^- 
dere’s main rival for Thomson. 

However. Daimler Benz offi- 
cials last night denied any know- 
ledge of the letisr, and GEC is 
thOD^t to be prepared to back 
either Alcatel or Lagardere in 
hs bid. 

The French government has 
set this week as the deadline for 
"declarations of inientioD” from 
potential bidders for Thennson. 

L^ardere fears Alcatel may 
beat it by promising to take 


Thomson’s loss-making television 
operation Thomson Multimedia 
the govemnumt's hands in a 
purely French deaL Mr Foigeard 
yesterday said such "a P^cb 
solutimi" would mean nothing if 
Alcatel were to just re-sell Multi- 
media after privatisation. 

Lagardere insisted last year in 
its missilp negotiations with BAe 
that the joint group must have 
the UK contract for a new cruise 
missile for a dowry, if the mar- 
ris^ was to ^ throu^ But the 
UK defeice ministry is not due to 
award this contract until July. 


Ministers back plan for Airbus restructuring 


By Fredaiick StOdemann 
in Bedki 

lifliusteTS from Germany, France, 
Spain and the UK yesterday 
approved a controversial plan to 
turn Aiihus Industrie, the Euro- 
pean aircraft consortium, into a 
Stogie corporate entity. 

Mr Noihat Lammert. state sec- 
rete^ to the Gennan economics 
ministry, said the proposed 
change to the corporate structure 
"must take place as quickly as 
possible”. However, be said the 
final form ctf the company was 
still to he resolved. 

Airtros now shares out work 
proportionally amoi^ its four 
shareholders - Daimler-Benz 
Aerospace (Dasa) of Germany. 
Afex)Spatiate of France, Casa of 
Spain and British Aerospace. 
T^ arrangement has led to the 


European aircraft consortium to become single 
corporate entity and broaden its product range 


nompany being less cost efficient 
than Boei^ of the US. 

The decision, announced at an 
intezziationa] air show to Berlin, 
clears the way for Airbus to 
become more competitive and 
broaden its range, officials said. 
The UK has been the strongest 
advocate of turning Airbus, the 
world's second largest aircraft 
maker, into a limited company. 

Mr ’Tim Eggar. the British 
industry minister, said: "TTiere is 
a common recognition of the 
need to reduce the cost base for 
the company.” A single company, 
he said, would be :kble to to raise 
debt and, possibly, equity. 

Afr Lammert, who chaired yes- 


terday’s meeting, said a restruct- 
uring would enable Airbus to 
expand its product range, most 
notably into the area of so-called 
super-Jumbos capable of cairying 
more than 500 people. Airbus is 
studying plans to build a 5S0-seat 
airc^, the A3XX, to challenge 
Doing’s dominance at the large 
aircraft market 
It is now to) to the companies 
involved to produce plans for a 
restructuring, the ministers said. 
Such a decision is e^iected next 
month when an Airbns Industrie 
committee beaded by Mr Edzard 
Reuter, former chairman of 
Daimler-Benz and head of the 
Airbus supervisory committee. 


publishes his report on the possi- 
ble restructuring of the company. 

None of the ministers would 
say what level of subsidies such a 
future integrated company m^it 
receive. "We are now awaiting a 
response from Airbus Indushie. 
They will need to come forward 


rapidly. The governments will 
then look at their proposals to 
detalL” Afr B^ar said. 

In the past sudi a restroctur- 
izig had been opposed by Aeros- 
patiale. But yesterday Afr Bern- 
hard Pons, tte French trantoxirt 
mtoister, said France was now 
to a restructizrtog. 
admit that Adrospsiiato was ini- 
tially hesitant about restructor- 
tog, but now it is firmly con- 
vtoced," he said. 


Value creation 

Spotting 

the winners 
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Apple to 
halve PC 
models in 
bid to halt 
sales slide 

By Louise Kehee in San Jose 

Apple Computer, the troubled 
personal computer industry pio- 
neer, will halve the number of 
models it offers as part of a 
restructuriz^ programme aimed 
at returnii^ to pi^t 

Mr Gil Amelio, who took over 
as chairman three months ago 
after Air Afichael Sptodler was 
ousted, said that Apple bad to 
"get back to work". 

"Apple is at a crossroads. We 
can return to pro^rity or begin 
a long slow decline into hrele- 
vancy. The difference will depend 
on how well the organisation 
comes together behind onited 
goals." Mr Amelio, former chief 
executive of National Semicon- 
duetto, sa id 

Hie group last montii reported 
a S740m loss to its second qnarter 
to March 29, on sales down 18 per 
cent to $2,2bn. Last we^ it noti- 
fied retailers of flaws in several 
of its top selling models and 
offered to repair tens of thon- 
sands of computers free at cbaige 
and replace others. 

Apple’s organisation had been 
"too fnzzy", ASr Amelio said. He 
intends to create four hardware 
divisions - each responsible for 
its own finannial pei^rmance - 
and software, service and Inter- 
net divisions. 

A new division would be dedi- 
cated to "building bridges” 
betvveen Apple’s BJacintosh and 
other types of computers. 

i^ple would halve the number 
at Marintosh models it offers, to 
about 40. over the next year. Six 
versions of the Macuitosh soft- 
ware operating system vrill be 
consohdated into one. 

The most radical change, 
already indicated, would see 
Apple "aggressively license” Mac- 
intosh software to other com- 
puto* manufacturers. 

Mr Amelio said Apple was 
worktog with Intemational Busi- 
ness Machines on the develop- 
ment of a Macintosh contoatible 
laptc^ computer. 

This could represent a break- 
throu^ in Apple’s efforts to per- 
suade leading PC manuflactarers 
to adopt Mactotosb software;. He 
acknowledged that Apple needed 
the conttoned support of software 

Continued on Page 14 






Irish auditors win right to 
challenge 3(00 accountants 
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By Jbn Kelly in London 

Auditors in Ireland yesterday 
won a judicial review of a govern- 
ment to let a previously 

iTnr agietpr pd body of 300 accoun- 
tants carry out conq)^y audits. 

Lawyers for leading accoun- 
tancy bodies told the High Court 
to Dublin that the tiny Institute 
of Incorporate Public Accoun- 
tants could not regulate its mem- 
bers properly as its last published 
accounts showed assets of only 
£196 ($297). 

The action, by freland’s four 
iftflriinp accountancy bodies who 
represent 15,000 qualified profes- 
sionals. followed a decision by 
Mr Pat Rabbitte. mtoister for 
commerce and technolc^. to 
grant audit r^istration status to 
the nPA. 

The government’s response 
will be closely watched by 
accountants tbroi^out Europe, 
who could fece extra coiiy)etition 
frem the body. 

Leading accountants say the 
newly roistered auditors could 


Ewopun News 2,3 

tatw ia Bciw) N o w B . < 

MK-PKffiB News S LMber Rags _ 

Aiiwi cm Neiw ^ laws 

VtaUTuteNM 5 QbMTvei 

UKIWM 74 T«et«tog)r_ 

Pwpte ® BuDbwLw. 

Wiirir 14 Alts 


practise elsewhere in the EU if 
they passed national "top up" 

pratYiinarinns . 

TTie registration allows HPA 
members to do audit work for the 
first time. 

Accountants do not have to be 
qualified to practise, but auditois 
must be certified by a re^stered 
body before they can sign off a 
company’s accounts. 

Mr Niall Deasy, president of 
the Institute of Chartered 
Accountants in Ireland, told 
members in a letter that be was 
"astonished” by Air Rabbitte’s 
decision, which had been "made 
without any prior consultation." 

Mr Brendan Dennehy, 
vice-president of the nPA, 
described the attitude of the 
charteivd body as "nothing short 
of arrogance and pomposity. It’s 
a cartel situation. It’s the old 
boys club.” 

"As for as regulation goes we 
were among the first bodies in 
Ireland to bring to outside 
people to our dis^hnary com- 
mittees,” added Mr Dennehy, 


who practises to Limerick. 

He added that the finanfips of 
the QPA would be transformed 
by the dedsLoa to grant audit 
registration status as "people 
have been sitting on the ftoice" 
befcare paying subscriptions. 

He said that as a result of the 
decision the UFA’S finances 
would improve by more than 
noojxio. 

Mr DenneJiy said the UPA was 
founded in 1961 and bad applied 
for the right, to audit companies 
IS years ago. 

He said the institute's exams 
had been vetted by the National 
Council of Education Awards and 
were “ahead of those sat by 
chartered accountants. 

The Department of Enterprise 
and Employment said the appli- 
cation of the UPA for audit status 
was properly vetted. The last 
body to receive audit registration 
was the Certified Public Accouz^ 
tantg in 1964. 

A spokesman for the depart- 
ment said: "The decision will be 
dMended.” 
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ERNIE ELS’ CHOICE 


Ernie Eis is one of the cop ycning talents in today's 
game iIupIk to the skill of his technique and 
the r^plaricy of his swii^. Qualities he Ends in his 
Om^u whether on the gplf anuse or in his daily 
life. "Trust your judgement, mist Omega" - 
Ernie Els. 
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Chirac aims to create professional, more cost-efficient model armed forces 


French cabinet approves defence cuts 


By David BudHH in Paris 

The French cabinet yesterday 
approved and sent to parlia- 
ment President Jacques Chi- 
rac's plan to create smaller, 
hilly professional armed forces 
by the year 2002. usmg more 
cost-effident weapomy. 

With the phasing oat of con- 
scriptioa, the 1997-2002 military 
PFOgramme law will see the 
French army shrink by 36 per 
cent to 171.000 personnel the 
navy by 19 per cent to 56,500 
and the air force by 24 per cent 
to 71,100. These numbers could 
be sl^tly hi ghpr if pariiament 
decides to r^ain the option of 
a voluntary national service. 

The international context of 
this is France’s belated adjust- 
ment to the end of the Cold 
War and to the realisation that 
it no longer needs large num- 
bers of soldiers to Qght a 
potential war in central 
Eunve. but rather a capacity 
to project a force to overseas 
trouble spots, something ^ch 
Bdr Chirac considers it woefully 
lacks at present 

llie defence review also co- 
incides with France's desire to 
return to near-full involvement 
in an Atlantic alliance 
reformed to gi\’e European 
views and interests greater 
wei^t 

Though the defence plans go 
as far as 2015, the shape of Mr 
Chirac’s new model armies and 
their equ^nnent will be sub- 


stantially adueved by 2002, the 
end of his current presidential 
term. 

The 1997-2002 plan caps 
annual spending at FFTlSSbn 
i336bD) in 1995 francs, with an 
annnal limi t of FF^bn on 
equipment spending. liiis is 
aiamt a year less than 

was planned for equipment in 
the previous 1995-2000 pro- 
gramme, set out in 1994, but 
cuts since ^en make the 
decline less dramatic in prac- 
tice. 

Ihe new law, which aims for 
30 per cent savii^ in defence 
I procurement over the life of 
the six-year pn^pamme, will 
hit a number of programmes, 
some in collaboration with 
European partners. 

France has alraady sigzialled 
it wants a change in the prqj- 
ect to develop with several 
other European partners a new 
mllitaiy transport, Qie Future 
Large Aircraft. The new law 
contains only FFr^Om for a 
’’new generation” air transport 
to boy some of these notional 
aircraft, whose development 
France now believes shcnild be 
done by th e Airbus commercial 
aircraft consortium, not by 
governments. 

French orders for the Fran- 
co-German Tiger attack heli- 
copter are to be maintained at 
25 over 1997-2002, but the first 
delivery to the army is to be 
dela^ by two years. French 

nffiriali; claimed the COntiaCt 


giving the Franco-German 
Eurocopter company the gr^ 
hdit to start Tiger production 
would be signed this year, so 
there need be no delay In 
Tigers reaching the German 
army. 

' France is scrapping plans to 
build a sixth La Fayette«lass 
"stealth” frigate, pnl^ out of 

the multi natinnal MLRS army 

rocket programme, and snling 
down technical requirements 
for a new annoured vehicle it 
h(^ to build with Germany 
and pei^ps the UK. 

Elvince's most expensive mil- 
itary pit^pomme, the Rafale 
fighter, is to continue at a 
sli^Iy delayed pace, with the 
first 12 navy versions reaching 
the aircraft carrier Charles de 
CauUe in 2002 and the first 
squadron of 33 reaching the air 
force in 2005. Over the long 
term, the navy is now to 
receive on^ 60 Rafales instead 
of 88. i^iile eventual French 
orders for Lederc tanks have 
been scaled down from 650 to 
406. 

The government announced 
in March it would not build a 
fifth new nuclear submarine, 
and yesterday said delivery of 
the third would be delayed 
until 2002. Mr Chirac has 
already announced the disman- 
thi^ M land-based nuclear mis- 
siles, with France’s future 
deterrent depending on mis- 
siles launched from subma- 
rines and aircraft. 


French defence cuts: 

what Ibay mean for llie next centiny 
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Nuclear misalle submaivies 5 4 

Aircraft carriets 2 *1 

AnS-eutmarlne ingatsB 11 8 

iUV Ferae 

Combatascraft 405 360 

Helicopters 101 66 
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1996 

2002 

CHANGE 

iotas 

268,600 

171,400 

-36% 

Nmy 

69,900 

56,500 

-19% 

Air Forae 

93,600 

71,100 

-24% 


Chirac looks for stronger UK links 


By DavM Buchan In Paris 

President Jacques Chirac wants to 
foige strongo' ties with Britain, believ- 
ing there is nothing in tiie nature of 
France's relations with the DE that 
makes it necessarily less special than 
its relationship arith Germany. 

On the eve of his arrival in the UK 
today for a four-day state visit, the 
French president said in a briefing that 
be wanted to build on the two coon- 
tries* political-imlitaTy partnership in 
Elosnia and in the current reform of 
Nato. 

He said he was very favourably dis- 
posed, fw instance, to the UK joining 
the Enropean armaments agency 
planned by Paris and Bonn. 

The president said he detected a 
slight lessening of opposition in 
Britain to European economic and 


monetary union. Given the UK's treaty 
right to opt out of Emu, whOe its rigw- 
ons nnancial management put it 
within reach of tiie Maastricht criteria. 
Britain would have a tree hand in 
deciding whetiier to join Emu. How- 
ever, be believed it wocild be a fbonder- 
member of the sin^ cnrraicy. 

Stnn^ ties between France, Germany 
and the UK were indispensable, he 
said. To some extent, France, with its 
highly developed relationship with 
Germany and its belief in a British role 
in Euroiie, held an intermediate posi- 
tion between Bcnm and London, vniile 
iFrance had no intention of frying to 
mediate. Mr Clurac stressed his recent 
role In helping Chancellor Helmut Kohl 
and Mr John Major, the UK prime min- 
ister, to undoxtand each otba^s posi- 
tions better. 

After the second world war. France 


needed to forge a spedal relationship 
with Gennany, Mr Chirac said. There 
was almost an obligation on every 
Franco-Gennan summit to prodnee pos- 
itive results. 

He hoped France and the DE would 
come to feel the same obligation to 
achieve results in their meetings. 
Tomorrow, the most substantive day of 
the presfalmFs state visit, Mr Chirac 
win have talks with Bb- Major befewe 
addressing parliament and meeting 
business leaders at a Bank of England 
lunch. The inasideat said he woiM be 
happy to see be^ on that or any otiur 
menu he was oCToed in the UK. 

Mr Chirac mimmised his difioences 
on social policy with Mr Halin’, who he 
said had welcomed the recent Rundi 
menKnundum on European social pol- 
icy. But he welcomed the Labour par- 
ty's commitment to signing the Euro- 


pean social charter. Hr Tony Blair, the 
Labour party, and Mr Paddy Ashdown, 
the Libnal Oraocrat leader, are to call 
on Mr Chirac today at Buckingham 
Palace. 

Mr Chirac was unrepentant over cit- 
ing Britain's fully pi^essionaJ armed 
forces as a model for his plan to phase 
out military conscription in France. 
■nUs mi^t have annoyed a few French 
generals, he said, but the UK was able 
to {Mujert more force than France at 
less oosL 

He expressed appreciation of British 
public support for his controversial 
nndear te^ The UK and fiance have 
for several years held a shadowy dia- 
l(^e on nuclear weapons doctrine, 
and Mr Chirac said he was in theory 
ready to see the tiro countries discuss 
evoy aspect irf nuclear deterrence. 


Bulgaria forced to bite 
bullet over reforms 


T he moment of reckoni^ 
has arrived for Bulgaria. 
The hi^ losses run 19 
by state companies and the vir^ 
tual collapse of the hanking 
system are finally pushing the 
Socialist government into 
beginning tihe painful reforms 
that have been avoided ever 
since the collapse of commu- 
nism. 

The drastic increase in inter- 
est rates imposed to shore iq) 
the beleagumd currency, the 
lev - the central bank interest 
rate was raised frum 67 per 
cent to 108 per cent last Friday 
- was only the latest and most 
dramatic symptom of the crisis 
that goes to the core of the 
economy. 

The lev has lost about a 
third of its value against the 
dollar this year, though it 
recovered sightly Co around 
105 lev to the dollar yesterday 
with the prop of the emeigency 
rise in interest rates. It had 
plunged to below 120 last week 
from 70.70 at the b^inning of 
the year. 

The queues outside the 
hanks in Sofia and in other 
cities were a stark reminder 
yesterday of the challenge fee- 
ing the government, as it 
entered the second week of 
intense negotiations with 
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Collapsing 
currency and 
massive losses 
run up by state 
companies have 
forced the 
government's 
hand at last, 
writes 
Kevin Done 
in London 


ofilcials of the International 
Monetary Fund a^ the World 
Bank. 

The talks are focusing on 
reform measures to rehabili- 
tate the desperately under-cap- 
italised bahks. to restructure 
hundreds of heavily loss-mak- 
Ing state enterprises and speed 
the pace of privatisation. 

The hanking system is suf- 
fering severe stress, with about 
74 per cent of its assets repre- 
sented by non-performing 
loans. 

The mountain of had debt 
totalling around 343bn leva 
($S.lbn at 1995 exchange rates) 
at the end of last year is equiv- 
almt to around 40 per cent of 
gross domestic product 

The bad debts are 
concentrated in some 10 state 
banks, which alone have non- 
peiformiis loans of 258bn leva 
out of their total portfolio of 
3l8bn leva, accord^ to esti- 
mates by western financjal Qffl. 
rials. 

Some 37 private banks have 
bad debts of 85.1bn leva in a 
portfolio of 14^ leva. 

"When a western bimk has a 
ratio of non-pefforming loans 
to total assets of 10 cent 
then it is considered in very 
bad shape. In Bulgaria, more 
than 70 per cent of bank loans 
are non-peifoming,” one west- 
ern banker said yesterday. 

It is estimated that it will 
take between five and 20 years 
to bring Bulgarian banks up to 
even minimum capital ade- 
quacy ratios. 

Given their present negative 
worth "it could cost $L5bn to 


reach even a 4 per cent capital 
adequacy level, with western 
banks regarding 8 pm* cent as 
the tniniTnirm needed”, in the 
words of one observer. 

The Gordian knot that must 
be severed is the link between 
this mountain of bad debt and 
the losses that are still bring 
run up by the beleaguered 
state-sector enterprises. 

According to research by 
Merrill "these non-per- 

fono^ loans are in turn siqi- 
porting unprofitable enter- 
prises. which would have been 
made baoknipt under a 'nor- 
mal’ bankbig system”. 

State enterprise losses have 
been equivalent to between 13 
and 20 per cent of gross domes- 
tic product during each of the 
past three years. 

The losses result in part 
bxm afieged conation and 
from "profit-shifting” - the 
transfer of profits from state 
enterprises to small private 
companies. 

"Profit shifting typically 
occurs when a private-sector 
conqany provides inputs to a 
state enterprise and sells the 
final product at prices that 
have been desigi^ to «isnre a 
profit fw the private company 
and a loss for the state 
enterprise,” claims Merrill 
Lynch. 

Fee the past six years Bul- 
garian governments have shied 
away from Iinilerlalring pwlnfl il 
economic reforms. Bulgaria 
has lagged brisind tbe rest of 
the former Communist coun- 
tries of central and east Europe 
in privatisatiem and it has been 
largely shunned by foreign 
invest^. 

As forrign exchange reserves 
dwindle and a bulp of debt 
payments looms in the third 
quarter, it must finally hite the 
bullet 

Theodor Troev adds from 
Sofia: Over the weekend, 2fr 
Zhan Videnov, the prime 
minister, stressed the urgenicy 
of reform while being 
careful to stress the 
importance of measures for 
‘^eutr^diang the social cost of 
reform”. 

Local media remained sc^- 
caL "If Bilr Videnov does not 

inanag B tO OVerCOme thia CQD- 

tradictlon, he will be like a 
driver who is pressing the 
brakes and the accelerator at 
the same Hma while the car is 
falling down the precipice.” 
said a Sofia newspaper . 


Greece avoids 
EU clash over 
aid to Turkey 


I By Bruce dark in Brussels 

, Greece stepped back from a 
bitter confrontation with its 
' Eun^iean Union partners yes- 
: terday by agreeing that an aid 
, programme for 12 Mediterra- 
nean countries, including TTir- 
key, should be referred to the 
Eoropean parliament 

But Mr Theodore Pangalos, 
Greek foreign minister, 
insisted there was no question 
of Athens tqiproving dfrect EU 
aid to Turkey until Ankara 
agreed to legal arbitration over 
tbe status of an Aegean islet 

In a compromise aimed at 
headii^ off a complete pan^- 
sis of tbe HU’S economic policy 
in tbe Middle East and North 
Africa. Mr Fangaltt abstained 
in a vote on referring the 12- 
natioQ Meda aid programme to 
Strasbriirg. 

This move will keep discus- 
sion going over the p mgi'gTnfnft 
which is worth at least 
EcuSAbn ($4.2bn) between now 
and 1999, and avoid embarrass- 
ment for the EU in its dealings 
with the Arab and North Afri- 
can world. 

But Athens will reserve tbe 
ri^t to block Turkey’s share 
of tbe programme, as well as 
Ecu375m in direct credits to 
Ankara, as long as tenitorial 
issues remain unresolved. 

"Greece has made a positive 
gesttire which has well 
received by Hs partners, and 
by countries in the r^on 
affected,” said Mr Hervd de 
Charette, the Fren(± foreign 
minister, in a reference to the 
absteotian. 

Mr Pangalos said Greece’s 
future stance would hinge in 
{Hit on tbe outcome of his next 
meeting with Mr Emre Gooen- 
say, cm the maigiDS of a (fato 
foreign ministms’ meeting in 
Berlin in June. At their previ- 
ous meeting in Bucharest, Mr 
Pangalos said, the Turkish 

minigtar kart l^n rpassnring 

on s« n i f issues but he had also 
appeared to broaden Turkish 
demands by asserting that 
some Aegean iriets briefed to 
a "grey zone”. 

The (freek ministri’ insisted 
that a ministerial meetii^ 
between tbe EU and Cyprus 
would go ahead today without 
any linkage with the 'ftirkish 
bilateral dispute and prospects 
for Cyprus joining tbe EU. 


European Union foreign 
ministers yesterday gave a 
cautious welcome to the latest 
moves by Switzerland in its 
n^Hatlons on a new 
relatiottsh^ with the EU, bnt 
said some important hurffles 
remained to be cleared, writes 
Bruce Claik. 

They “noted with Interest” 
Swiss proposals bnt added that 
"Iffoblems of varying d^^rees 
(ff seriousness” were 
outstanding, particularly over 
free movement of people and 
transport. 

Switzerland agreed last 
month to start n^jotiations 
which could lead to the 
abolition of immigration 
quotas for EU citizens. 

On anothm* sensitive issue, 
Switzerland has offered to 
abolish the 2S-tonne limit on 
trades passing throng its 
territo^ and rely on fiscal 
measures as the main 
instrnmmit to regulate road 
lianl^. 

Swiss oincials had urged the 
EU to send a positive politic 
signal on grounds that Swiss- 
voters needed reassurance if 
any new accord was to have a 
chance of winning acceptance. 

"Such a link is completely 
unacceptable, because Cyprus 
is an independent country, 
whidi has been the victim of 
Tuikish Qccupatioo," Mr Pan- 
galos said. 

The ministers also consid- 
ered the situation in former 
Yugoslavia, especially the 
mountii^ tenslOQ in the EU- 
administered city of Mostar, 
where tbe Moslem communi^ 
in the eastern sector is refus- 
ing to coKiperate with forth- 
coming elections. 

However, the ministers 
stopped short of deciding to 
postpone the ballot, now sched- 
uled for the end of May, nnrf 
pledged instead to follow 
closely the guidance of the 
city’s EU administration. 

Failure in Mostar. where 
Croats and Moslems ftm ght a 
bitter war in 1993, would be a 
blow both to tiie Bosnian peac e 
process and to the credibility 
of the EU, which has often 
dted supervision of the city as 
one of the Tnain successes of 
the ElTs foreign policy. 


Battle of 
baguette 
pits bakers 
against big 
battalions 


By Andrew Jack 
In Paris 

The French prime ministm’, Mr 
Alain Juppe, yesterday kicked 
off a three-day national cele- 
bration of his countr/s bread, 
in an initiative designed to 
support the work of traditional 
bakers in tbe face of growing 
competition from factory-pro- 
duct baguettes. 

Tbe baguette has become a 
centrepiece in the struggle 
between small and large riiop- 
keepers, both as a sy^ol of 
traditional French food and 
because it was one of the first 
products to be liberalised when 
price controls were relaxeii in 
the 19705, making It an early 
battleground for predatory 
pricing. 

Mr Juppe signed a charter 
for developing artisan bakeries 
which win provide finance for 
modernisation and train 
apprentices. 

The charter will also forbid 
bakers who do not make fiush 
bread according to a five-step 
process to go on describing 
themselves as boular^ers. 

Tbe move at tbe start of tbe 
file du pain marks the latest in 
a series of government efforts 
to be seen to be supportive of 
small shopkeepers aud produc- 
ers in the face of what they 
perceive as an unacceptably 
strong growth of hypermarkets 
in the past few years. 

Large retailers are accused 
of cutting prices to drive out 
competition, and ns^ frt)zen 
dough and other industrial 
methods in the preparation of 
the ba^ettes tb^ sell 
President Jacques Chirac 
launched a renewed attack 
against them this month, say- 
ing their contribution to 
France had been "extremely 
native”, and accusing tbem 
of helping to undeimine rural 
life. 

The president has sou^t to 
associate himself with the 
plight of stTtall businesses and 
artisans. 

Mr Juppd said yesterday the 
government's new competition 
law, cuirently before parlia- 
ment, would end "media 
operations such as the one- 
fiunc b^uette”, priced at sub- 
stantially less than its produc- 
tion costs. 

Large retailers bad some- 
times indolged in commercial 
practices which had "sbxn^y 
prejudiced employment, the 
environment and simply our 
quality of social life”, he 
declar^ 

Ihe large retailois are not 
allowing the celebrations to be 
montqiolised by their smaller 
rivals. ' ' 

Carrefour. one of France’s 
falsest hypermarket chains, 
launched an advertising, cam- 
paign yesterday stressing its 
participation in the celebra- 
tions and stressing the quality 
and vari^ of bread produced 
by its bakers. 

Mr Daniel Bernard, the 
group's chairman, has long 
aigtted that it is bdng used as 
a scap^oat, and tiie quality of 
its products is often higher 
than those produced by local 
bakers and other manufactm> 
era. 


EUROPEAN NEWS piGKT 


German unions 
in strike move 

Warning strikes broke out across Germany yesterday as postal 

workere stopped sorting letters and waste rollectoral® 
rubbish untouched in protest against the attempt by the 

government and public sector employers to freeze wages and 

cut social security benefits, 1 

Trade leaders said tbe action would be stepped up tids 
week to include hospitals, airports and oth^ important 
services if pay talks which resumed yesterday did not lead to a 
better offer for the country’s 3,2m public sector employees. 
Unions, headed by the big OTV public sector union, are 

claiming 4.5 per cent , ^ 

Tbe employers, whose n^bating team Is beaded by Mr 
Manfiud Kanther. the interior minister, have yet to make a 
firm offer. A two-year wage freeze, accompanied by reductions 
in sickness pay and increased working hours, is a cornerstone 
of the federal government's comprehensive budget savings 
package. . 

Yesterday’s warning strikes were scattered across the . . 
country. Involviog brief industrial action lasting several 
boura. Postal employees in Munich. Hamburg. Stuttgart and 
other cities halted mail deliveries, and other public sector 
workers also stopped work for short periods. B a nkin g unions,- 

which have put in a 5.5 per cent claim, also threatened 

tpa miTip- Strikes if employers did not drop demands for low pay 

increases and longer woritii^ hours, inclu ding 

Saturdays. Amhvw Fisher. FhoOfial 

Yilmaz under coalition fire 

TTie partners of Mr Mesut Yilmaz, the Turiosh prin^ 

minister, yesterday accused him of sabotaging their a lli mce 
by rw oaiing state socrets to the press in the latest camipticc 
row to hit tbe government 

Mr Yalim Erez, tbe trade and industry minister, claimed 
tha t Mr Yilmaz, or a dose aide, had leaked a documeut that 
showed that Mrs Tansu piUer, tbe former premier, bad 
withdrawn S6.Sim from a slush fund for security (^loutions 
before she left office in March. "Only the prime minister or his 
adviser has access to this Mnd of secret documenL It couldn't ' 
have come fimn a third person,” Mr Erez said. 

Mrs Ciller has acknowledged delving into the slush fund to - 
finance secret security operations, which she has rMused to 
divulge. Mr Yilmaz and scores of MPs from his Motherland ' . 
party last week anger^ Mrs Ciller’s True Path party by voting 
for an opposition motion to set up a parliament^ probe iido 
separate coiruptloi^ accusations agahist ho:. Reiiter, Attidira 

No extradition for Dassault 

The French government will respond to requests for 
information from the Belgian ju^cial authorities on Mr Seige 
Da^ull the chairman of Dassault Aviation, but will not 
extradite him a government spokesman said yesterday. "We 
have signed and we will apply a convention of mutual 
European judicial assistance. . . The Belgian authorities are 
askiDg for information; naturally replies will be made 
directly,” he said after a cabinet meeting. 

A Belgian judge issued an international arrest warrant for 
Mr Dassaull afto the businessman e a rlier this month refused 
to go to Belgium to answer questions in a corruption inquiry. 
The Bdgian authorities are investi^ting aOeged bribes 
relating to a contract to modetnise its F16 fighter aircraft in 
the late ISSils. 

Mr Dassault said he had not gone to Belgium because the 
country lacked certain basic ri^ts. and there had been ' 

precedents wei^fai^ againirt French businessmen. He said he 
was ready to give information from France. Reuter, Paris 

Basque party faces prosecution 

Spain's director of public prosecutions is looking into action 
against the Basque political party Herri Batasuna (Popular 
Unity), which is linked to the filial Eta oigaiusation. The 
move follows publication of an internal party document 
calUng on Eta to use "the most potent means" to back its 
demands and rejecting ihe idea of a truce until the 
government sat down to n^otiate. 

The documenl published in a Bilbao new^per, also 
attacked the moderate Basque Nationalist pmty for agreeing 
to give parliamentary support to the new centre-ri^t 
government in Madrid in vriiat it called "an unconditional 
allian ce with the [Spanish] state”. 

The justice department in the Basque country said it too, 
would investigate the case to see if the document constitute 
incitement to terrorism. One of the main Herri Batasuna 
leaders. Mr Jon Idlgoras, was arrested in the run-up to the 
March 3 general election over a party cam pai gn video 
featuring masked Eta m emb ers. David White. Madrid 

Yugoslav bank chief defiant 

Mr Dragoslav Avramovic, governor of the Yugoslav central 
bank, attacked tbe government's privatisation law yesterday! 
and demanded to be put back in charge of taifce with the 
International Monet^ Fund. In a speech to 2,000 factory 
workers demonstrating in Belgrade for jobs, he warned that 
government pressure on the b ank to print money threatened 
Yugoslavia - now comprising Serbia and Montenegro - with 
inflationary "catastrophe within two weeks”. Opposition 
leaders and Mr Avramovic's supporters in tbe iwnic fear the 
Socialist government will try to sack him at a federal 
parliament session on Tuesday when tbe privatisation law wilk 
be discussed. ^ 

Vowing not to bow to pressure from key ministers to print 
money to the economy while tbe terms of IMF 
membership were dealt with. Mr Avramovic said "Any 
printing of money would destroy us. , , In two weeks we would 
return to 1993 when the sky fell on the earth and when pe<^ 
worked for two D-Marks." Reuter, Belgrade 

Moldova gets tough over taxes 

Moldova may seize the property of citizens faUif>F to pay their 
fruces on tim e un der a new law to counter tax evasion, the 
finance ministry said. Like many former Soviet republics, 
Moldova is suffering from a failure to receive a large part of 
budgeted taxes. The finance ministry said at tbe wedmnd its 
tax inspectors would now get tough with people owing money 
to tbe government, under a law which came into force last 
Wednesday. 

envisages measures including the confiscation 
of tw property of people wbo do not make timely payments to 
the budget, said Mr Ion Prisacarl the chief tax inspector. The 
government mtroduced the law after tax arrears reached 
Jl^m *e first quarts of 1996. People who fail to pay taxes 
J w days be given notice in writing to clear their 
dete wthm 30 days. Reuier, Sshitm 

■ &ijgium s prime minister. Mr Jean-Luc Dehaene. won a 
co^det^ vote m parliament over plans to makp extra 

reform the social security 

system ^ I^harae decided to put bis budget policy to a vote 
aftff fa^g to win across-the-board support from trade iminns 
and bu^ess aimed at building a national mnsanignf 
! ■ Dutch consumer prices in April rose 0.1 per cent from 
and w^ up 2 per cent year-on year. In March, the 
February and up 2.1 per cent 

fim March in Apnl iggs. the index rose 0.2 per cent 

previous month and was iq> 2.3 per cent fimn a year 

increased by 4.1 per ( 

“?“***® Of ^ year, the country's ^ 

Consumer prices in April 
r^by ae per cent from March and by 8.5 per cent from April 

of S553.3m in the first three 

* **0^0*^ Of *280“ fo** ^ same 
SlfiJS J^:,E*POrts m the January-March period 
totalled $2.5bn, and imports $3 ibn. ^ 

IL®r!2^«rS to 1L7 per cent in 
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NEWSa WORLD TRADE 


Beijing talks seek to avert sanctions 


EU sets 
eights on 
deal with 
Mexico 

By Caroline Southey 
in Brussels 

Enropeao Uaion foreign 
ministers yesterday ^reed a 
negotiating mandate for a 
trade pact with Mexico, bat 
stopped short of allowing cre- 
ation of a free trade area 
(FTA) between the EU and 
Mexico in the medium term. 

The mandate had been held 
op by objections lh>m some 
member states, notably 
Prance, that the EU was 
about to enter tnto another 
wide-ranging free trade agree- 
ment 

The HU'S policy on FTAs has 
stirred controversy recently, 
with foreign ministers delay- 
ing for five mnutha the tenns 
of a deal with South Africa 
because of fears that the ivo- 
posed FTA threatened EU agri- 
cnltural interests. 

EU agricoltaral ministers 
last week called for a more 
cautions approach towards the 
jfpatfon of FTAs. 

The mandate for a deal with 
Mexico allows for n^otiations 
on a sector-by-sector basis. But 
decisions on opening up the 
agricultiire sector will have to 
be agreed unanimously by the 
EU ministers, while other sec- 
tors can be agreed by a quali- 
fied mgjority. 

Britain, Sweden and Spain 
rejected an earlier proposal 
which stipulated that dUis on 
all sectors had to be a^^ 
unanimously. British officials 
said the fear was that Mexico 
would reject the terms of sndi 
a deal. 

Mr Michel Barnier, the 
French European Affairs min- 
ister, said the EU **wont go to 
free trade but we can go very 
close". Mr Herv6 de Charette, 
the French foreign minister, 
said the aim was for the ‘‘pro- 
gressive liberalisation of 
exchanges between the two 
sides". 

Mr Klans Sinkel, German 
foreign minister, said a deal 
was vny import a nt for the £U 
because Henrico was an impor- 
tant industrial partner, “liie 
EU has every reason to tate 
.respcmsibility in this matter,” 
'he said. 


By Tony Walker in Bei^ng 

Mr £.ee Sands, the US assistant 
trade negotiator, began mvs In 
Beijing yesterday aimed at 
averting a trade war over 
alleged widespread Chinese 
abuses of intellectual copyritdit 
agreements. But there was no 
indication of progress in the 
discussions, which were expec- 
ted to continue for several 
days. 

The US has said It will target 
$2bn-worth of Chinese exports 
with punitive sanctions if 
China fails to live up to under- 
takings to curb connterfeitli^ 
of information and entertain- 
ment products. Beijing has 


threatened to retaliate. 

The US has set a 3&day dead- 
line from May 15 for compli- 
ance. This follows a similar 
pattern to a dispute last year, 
which resulted in an llth-hour 
compromise. 

US officials and business rep- 
resentatives expect sanctions 
to be averted again this year 
but they also recognise that 
difiicult Sino-US relations on a 
range of issues, including 
Taiwan and human rights, are 
complicating matters. 

China continues to deny vig- 
orously it has been negligent 
in enforcing a February 1995 
agreement to curb connterfeit- 
ing of such items as compact 


discs, videotapes and computer 
software. “China has fully 
implemented the Sino-US intel- 
lectual property rights (IPR) 
agreement signed last year.” 
the official Xinhua news 
agency asserted last ni^t 

Quoting Mr Wang Huapeng, 
director of the copyright 
department of the National 
Ccvyright Administration, Xin- 
hua said: “China has made 
breakthroughs in nationwide 
crackdowns on piracy and has 
already contained the once- 
rampant infiingemeDt of IPR 
in some areas." 

But US officials say the situ- 
ation has worsened since last 
year, with Chinese ihctories 


continuing to produce millions 
of pirate compact discs, CD- 
Roms and computer software. 
The US entertainment and 
information industry’ estimates 
that counterfeiting cost it 
S2.3bn in 1995. 

Mr Sands is known to believe 
China will not live up to under- 
takings to curb intellectual 
property rights abuses without 
pressure. 

China claims to have closed 
at least six pirate CD produc- 
tion lines recently, but US offi- 
cials are sceptical. They want 
to see more evidence of Chi- 
nese efforts to combat piracy' 
before lifting the sanctions 
threat. 



Lee Sands: doubts intellectnal 
property ri^ts pledges 


High-tech diagnosis for Cuba’s ills 

Canadians will help Havana to export biotechnology products, writes Pascal Fletcher 


T he economic crisis that 
descended on Cuba after the col- 
lapse of the former Soviet Union 
paralysed many factories, sharply 
depressed living standards and for^ 
many Cubans to swap their cars for 
bicycles and tbeir tractors for oxen. 

But it did not stop President Fidel 
Castro's government from forging 
, ahead with an ambitious - some critics 
would say unrealistic - programme to 
build a hard-currency exi^ sector in 
high-tech medical and biotechnology 
products. 

Now a Canadian coomany, York Med- 
ical. has joined in to help develop and 
sell Cuban biotechnolc^ products in 
Canada and Europe, an initiative its 
executives believe be unaffected by 
recent US l^j^tion aimed at dimur- 
aging foreign investment on the island. 

Cuba has granted the Toronto com- 
pany licences to test and maiket human 
and veterinary pharmaceuticals pro- 
duced by the island's state-run biot^b- 
nology industry, which foreigD experts 
describe as one of the most scientifi- 
cally advanced in the developing world. 

Tbe deal includes transfer of technol- 
ogy, riinifMi trials in specialised Cana- 
dian biotechnology centres and training 
and partidpation of Cubans in the 
development, market^ and se\Ung of 
the products. “This is a whole pack- 
age." York Medical’s chairman. Mr 
David Allan, 

Blessed with the Mr Castro's encour- 
agement, Cuba’s biotechnolc^ sector 
has received hundreds of mMions of 
dollars of state funding during the last 
decade. Cuban research centres have 
developed products ranging from anti- 
jnenlr^is and hepatitis vaccines to 
“bloodclot busters” and diagnostic kits. 
Hus has led to a striking anomaly: 



Hospital in Havana: Cnba is poshing 
high-tech medicine 


Cuba is fer from being self-sufficient in 
food but it is a leading producer of 
interferons and monoclonal antibodies. 

But de^ite earlier marketing deals 
with foreign companies, tbe Cuban bio- 
technolc^ sector appears to have had 
only limited success in generating a 
viable, sustained eqx)rt business. 

The main known exp<^ up to now 
have been sales, mostly in Latin Amer- 
of an anti-meningococcal meningi- 
tis Group B vaccine and a cholesterol- 
lowering drug, PPG. Cuban-produced 
interferons are sold to China. According 
to Cuban figi^, revenues from Cuban 
pharmaceutical and biotechnology 
e.vports now'tot^ more than USSlOlkn a 
year and have earned more than 
US$500m since 1988. 


York Medical hopes to provide Cuba 
with an entry to the biotet^olr^' mar- 
kets of the developed world. It aims to 
tackle major weaknesses such as the 
Cuban lack of experience in key areas, 
including quality control, regfiJatory’ 
licensing, financing and above all mar- 
keting and selling. 

The Cuban products have sometimes 
had difficulty getting independent vali- 
dation and have faced widespread scep- 
ticism. “If you’re a doctor in Europe, 
you’re not immediately going to try 
something from Cuba, if someone’s life 
is at risk," one foreign e:q)ert said. 

Nevertheless, Cuba's biotechnol*^ 
research has attracted interest from 
European and scientists and even 
from such big US pharmaceutical com- 
panies as Merck, Eli Lilly and Bristol- 
Myers Squibb, although the US 
embaigo on Cuba rules out sales to the 
US. 

But Cuba's biggest challenge is to get 
its products to market, not least 
because, as one investment analyst put 
it, biotechnology development requires 
“incredibly deep pockets". 

“A very hard look has to be taken at 
all of the products to assess what their 
real value is in the short-term,” said Mr 
Peter Scott, chairman of Beta Gran 
Caribe, an Anglo-Spanish managed 
investment company specialising in 
Cuba. Beta is n^otiating investments 
in at last one Cuban biotechnology 
Euoduct. 

Mr Allan said York Medical planned 
to develop some 15 Cuban products. 
flinifai trials had already commenced 
on a first group, described as “low risk, 
early to market” items. 

These included Heberquinasa. wiiich 
dissolves blood clots; an epidermal 
growth factor incorporating monoclonal 


anti-bodies to diagnose and treat 
tumours; Diramic, an antibiotics testing 
system; Dermofural, a sugar-cane 
extract used as an anti-bactmlal and 
anti-fUngal cream; and Udertan, pro- 
duced from red mangroves and to 
disinfect cow udders. 

Mr Allan said five separate 30^ joint 
ventures had been formed for separate 
products, each linking York Medical to 
a specific Cuban research centre. 

I^e company did not believe its ini- 
tiative would be affected by US mea- 
sures in March to tighten toe US eco- 
nomic embargo against Cuba. The 
latest US measures threaten legal 
action and sanctions against foreign 
companies and their executives who 
"traffic” in formerly US-own^ property 
expropriated after the 1959 Cuban Revo- 
lution. 

“The point is that the US bill Is aimed 
at those dealing in confiscated propo:^. 
In our case, toe intellectual prop^es 
and scientific institutions we are deal- 
ing wito have only come into grigtpncp 
over the last decade or so," Mr Allan 
said. 

York Medical had received support 
and fiwawHng frcHu the nawarfian Inter- 
national Develomnent Agency and the 
Medical Research Council of Canada. 
“We wrap^ ourselves in the Canadian 
flag," Mr Allan *ai d . 

The Canadian government strongly 
opposes the latest US sanctions on 
Cuba. 

York Medical ^ups a number of pri- 
vate investors, including the govern- 
ment of Canada's Saskatchewan Prov- 
ince, where smne of the clioical trials 
are beit^ held. Additional funds for toe 
trials would be raised throu^ succes- 
sive waves of equity finanrfng , or. if 
necessary, a public issue. 


WORLD TRADE NEWS DIGEST 

Mobil to expand 
Saudi venture 

Mobil of tbe US and Saudi Baric Industries Corporation (Sabic) 
are to spend $3bn ttK jwniiing their petrochemicals joizit 
venture at Yanbu. on the Red Sea coast of Saudi Arabia. 

Output will more than double, making Yanbu one of the 
largest petrochemical complexes in the worid. 

This will be the first big expansion of the project since it 
begpm production in 1986. Mobil, which will contribute 81bn of 
the cost, claimed tbe e:q>anslon would make Yanbu tbe lowest 
cost eto^ene prodnem' in the world. 

The partners will add a second ethylene cracker, doubling 
ethyle^ mtpxA to Lfen tonnes, llie new plant win convert 
ethylene more efficiently, producing 30 per cent more 
derivative products than the old. Output wiD consist of 535.000 
tonnes of polyethylene, 410M0 tonnes of ethylene glycol azul 
260JX)0 tonnes of polypropylene. Construction of toe new plant 
Is expected to start next year. Torg/ Jackson, New York 

TRW sues rival over satellite 

'mw, toe US aerospace group awarded patent protection for 
its design of a sateDltebased global pbcoe systm last year, 
yesterday filed a lawsuit against ICO Global Communications, 
a subsidiary of toe Lcmdon4>ased Inmarsat organisation. 

The suit seeks an injunction against ICO Global’s 
development of its pr^iosed hunarsat-P satellite-based 
personal communications system, alleging the system 
infringes TRWs patent. 

TRW is the system contractor for Odyssey, a competing SSbn 
woridwide satellite-based cellular system due to b^n 
operations in 1999. The other main coometitor is Iridium, a 
consortium headed by Motorola of toe US, which is already 
building its system. 

The patent at the heart of the TRW suit relates to a method 
for providiiv worldwide satellite-based cellular 
communicatloDs udig satellites in a medium-earth orbit, 
low-powered pocket triephones. and “gateways" to terrestrial 
tele^ne systems. Paul Taylor, London 

Nestle stake in Thai group 

Nestl§, the Swiss fbod group, has agreed in princUde to buy a 
majority stake in Danish Dairy Industries, one of Thailand's 
largest dairy products producers and distributors. 

Terms were not disclosed but under the terms of the 
preUminary deal, N^e will take a 60 per cent stake in Danirii 
Dairy, with the remaining per cent staying in toe bands oi 
toe Thai Martin Groim, by Mr Vahsi Purswanl, a 
Thai - TnHian businessman. 

Nestle said the deal would be completed riiortly and become 
effective on July 1. 

Danish Dairy is strong in the food sendee sector, supplying 
many of Thailand's fast-lbod chains. NestlOhas a large 
presence in the Thai dairy markeL Ted Bardewke, Bangkok 

China and Taiwan in jet project 

China and Taiwan are to Join a major multmational project to 
build 100-seat regional passenge- j^, officials said yesterday. 

The US$2bn project will be finaliBed next month after ChiDa 
selects a partner - either Boeing of the US or Air International 
Regional, an Ai^o-Prench aircraft maker, said bfr Jadt Sim, 
chairman of Taiwan Aerospace. 

Aviation Industries of nhin«. which devised the project two 
years ago. would have about a 45 per coit stake, ^ Sim told 
reporters. A Singapore group would take 20 per cent, Taiwan 
IQ) to 10 per cent, and the western partner the rest AF, Taipei 


Why he can look forward to living twice as long 
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as he would have a century ago. 


Today, no one thinks twice 
about somebody living to the 
ripe old age of 80. A hundred 
years ^o, howevei; it was a ran^. 

W tfti improvements in water 
quality, nutrition and hygiene, 
life espectancy b^an to rise. But 
the hipest strides came near the 
tom of the century when huge 

V*' 

advancements in medicine gave 
doctors the ability to treat and 
even cure many life-threatening 
diseases. 

Hoeebst has contributed 
to modem medicine 
for over a century, 

Hoechst (pronounced Herkst) 

was there, joining forces with 

scientific researchers like 
Robert Koch, Emil von Behring 
and Paul Ehriich. The discover- 
ies of these Nobel Prize-winning 
scientists initiated the 9^ of 
bacteriology, immunology and 
chemotherapy- 

^ Hoechst pioneered riie devd- 
opment of tuberculin, insulin, 
and antitoxins for diphtheria and 



Hoedifst is an intemaUmud group ofeompanies spearheading innovation in beakb care, agricscltsare and dsemiads. With a staff of 160,000 people woridmde, annual sales total DM 52 htOion. 


tetanus, as well as antibiotics to 
fight infectious diseases. Not to 
mention important medications 
that have contributed to the 
successful treatment of heart 
and strokes. 

At Hoechst, we’re proud of 
our history. And to be sure, the 
relentless pursuit of medical 
advances has caused life e;q>ec- 
tancy toiise. 

But just as typhoid, cholera 
and bacterial infections endan- 
gered lives in the past, diseases 
such as AIDS, cancer and other 
killeis threaten us today. 

Which is why our pharmaceu- 
tical division Hoechst Marion 


Roussd spends about DM 2 bil- 
Hon a year on pharmaceutical 


research and devdopmenL 


If history is any indication, 
it’s money well spent. For our 
future. And for yours. 


Hoechst 

D-65926 Frankfurt am Main 


Inteniec htip://wwwhoechsLcoaa/ 
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NEWS: ASIA-PACIFIC 


Japan’s current account surplus declines 


By WRnam Dawldns in Tcrfgra 


Japan's enhanced appetite for 
In^orts caused its current 
account surplus to contract l7y 
nearly a quarter in the fiscal 
year to Miucli, the third year 
of dpfttinft and a factor in con- 
tinued yen weakness. 

The balance of payments gap 
shrank by 23.8 per cent to 
Y9,460bn (SSQtm), the lowest for 
six years, the &iance ministry 
announce yesterday. But the 
rate of decline slowed signifi- 
cantly in March, when the sur- 
plus reached Yl^iSObn, down a 
men 8.5 per cent on the same 
month last year. 

The fall of more than 30 
per cent in the yen’s 
value against the dollar during 
the fiscal year has made 


imports to Japan more eicpen- 
ave. 

If the fl*p.hang a rate holds at 
this level, around Y105 to the 
dollar, the rate of improvement 
in the surplus wiS continue to 
slow, predicted Mr Richard 
Koo, senior economist at 
Nomura Research Institute. 

No economists, however, 
believe that imports will go 
into reverse because a substan- 
tial proportion of imported 

goods are made by Japanese 
companies which have set up 
abroad to service the domestic 
market from a cheaper base. 

Indeed, Japanese trade 
dipped niargingiiy into deficit 
in the first 20 days of April, 
since vriien it baa returned to 
surplus, accmding to ptelimir 
nary affinal data. Some econo- 


mists, such as Mr Masaru Tak- 
agi, chief economist at Fuji 
Research Institute, aigue 
industrial expatriates have 
become so numerous that 
imports will continue to grow 
regardless of yen weakness. 

The full-year decline was In 
line with private sector econo- 
mists' expectations but 
brou^t the surplus well below 
the government’s own ibrecast 
of YlOJIOObiL 

Within last year's current 
account, Japan recorded a 
Y5,722bn deficit in services, a 
13.5 per cent increase on the 
previous year, driven by a 
record Y3.299bo deficit on the 
tourism account 

Japanese travellers continue 
to find foreign holidays far 
cheaper than domestic breaks, 


evea after the yen's fall against 
the dollar sit Ky last summer. 

The surplus in manufactured 
goods, meanwhile, fell by 17,5 
per cent to Yll.629bn. the third 
year of decline. 

A 16.7 per cent rise in 
imports to a record Y2d,S07bn 
easily outstripp^ last year's 
4.4 per cent rise in exports. 

Manufactured goods repre- 
sented a record 60 per cent of 
total imparts, three times the 
level of a decade ago. Comput- 
ers, semiconductors and cars 
were among the fastest grow- 
ing imports last year, said the 
ministry. 

Separately, the ministry 
revealed yes^day that foreign 
investors bought a record net 
Y6,^bn of Japanese shares in 
the last fiscal year, both cause 


of and contributor to the rise 
in Tokyo share prices. 

In the final month, Mamh, 
they bought a net Yl,099bn, 
the second largest monthly 
purchase recorded. 

Japanese investors, mean- 
while, have been recent sellers 
of foreign equities, following 
the Usual end of year practice 
of »«wng investment profite to 
supplement their own compa- 
nies’ profits. 

Japanese investors sold 
YU9iibn of fbrei^ shares in 
March, down slightly from 
Yl45.9bn in the previous 
mrmth, sairi flie ministry. 

Over^ the net capii^ and 
financial account showed a 
728Shn outflow in Mardh, after 
a ¥l3X)bn net inflow in Febru- 
ary. This came as a result of a 


Jap«i 


Currant account balance, V vilSon 
IB 
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smaller rise in loans made by 
foreign banks to Japan and an 
increase in lending by Japa- 
nese banks abroad. 


Sharma faces crucial choice 


Bf Shiraz SkBwa in New Delhi 


All eyes are on Indian 
President Shankar Dayal 
Sharma. The 77-year-old 
scholar an<i veteran of Con- 
gress party governments is 
expect^ to decide by the week- 
end which political grouping 
should be invited to form 
India's next government in tiie 
wake of the general election 
that has delivered a hiug par- 
liament. 

He faces a difficult task, say 
constitutional experts. Thai is 
because there are no clear-cut 
constitutional guidelines about 
the role of the president in a 
situation when no single party 
has won a governing majority 
in the lower house. In effect, 
he is bonad only by conven- 
tional and not by constituional 
I^riety to invite the largest 
sin^e party. 

There have been coalition 
governments bd!bre - in 1969 
and 1978 Mrs Indira Gandhi 
and Mr Charan Singh were 


forced to form coalitions. But 
the most recent crisis when a 
president was required to 
intervene was in the 1989 elec- 
tion, when the Congress party 
of B4r Rajiv flanrfhi emerged as 
the largest single party 
but well short of a majority. 

it was oiily when Mr Gandhi 
declined to form a government 
that Mr Venkataraman, the 
then president, allowed the 
National Front led by Mr V P 
Singh. 30 days to choose a 
leader and ultimately to form a 
government. 

In the current crisis, ana- 
lysts expect the prerident may 
call upon the more cohesive 
grouping around the Bharatiya 
Janata party (BJPl. the largest 
single party, to form a govern- 
ment. 

ITiou^ there are fears that 
Indian politics may lose its sec- 
ular character vrtth the rt^t 
wing Hindu fundamentalist 
fiJP in power, the party, under 
the leadership of Mr Atal 
Behan Vajpayee, may be the 


only one able to form a coali- 
tion capable of governing. 

•“ M r -^shartna hag shoWD in 
recent years that he is not con- 
tent to be a mere 
rubber-stamp. He is not afraid 
to take bold steps when they 
are required," says a senior 
official in the presi^t's office. 

'Hie office of the presidency 
has in the past been a highly 
politicised one. 

Mrs Indira Gandhi was 
widely criticised for ber parti- 
san attitude to the office, nota- 
bly in her appointment of Con- 
gress party member Gain! Zail 

Singh in the mid-1960s. 

She also used president's 
rule to replace non-Congress 
governments in states. 

The grey areas in the consti- 
tution have sparked debate. 

Mr Soli Sorabjee. a constitu- 
tional expert and former atbn^ 
ney-general, says the president 
should give the leader of 
the largest party a chance 
to prove his majority in the 
house and form a govetnmenL 



President Shankar Dayal 
Sharma: faces difficalt task, 
say constitutional experts 


Mr K R Venugopal, Sopreme 
Court ]aw>'er and contitutimal 
expe^ agrees and adds; "TTie 
test is really who is the leader 
capable providing a stable 
govenunenL" 

Editorial comment, Page 13 


Jail escape angers Indonesians 


By Manuela Saragosa 
in Jticarta 


The escape from jail of one of 
Indonesia's most notorious 
white<aUar criminals has out- 
raged Indonesians but sur- 
prised few. as details emerged 
of his break-out and privileged 
treatment in prison. 

Mr Eddy Tansil. 42. an entre- 
preneur jailed for 20 years in 
1994 for defranding a state 
bank of more than SSOOm. 
allegedly changed his hair 
style, grew a beard, paid 
bribes to prison wardns and 
escaped in a taxi. 

Indonesian authorities have 


yet to find him but police have 
arrested 10 prison wardens 
and security guards wortdng 
at the Jakarta jail where he 
was being held until his 
escape just over a week ago. 

Mr Tanril’s conviction, with 
five former bank exeentivcs 
Jailed for four to nine years tor 
their involvement in the loan 
sram, was intended to serve as 
an example to Indonesia's 
business commimity. 

His escape, say observers, 
makes a mockery of a jnstice 
system which before now has 
snffered a credibUity problem, 
and of government refonners 
studying the state banking 


sector, saddled with hi^ lev- 
els of bad debt. 

Ifr Oetojo Oesman, jnstice 
minister, was not infonned of 
Bfr Tansil’s break-out until 
three days after it occurred on 
Hay 4, too late to warn pent 
and ainiort authorities. 

Public anger is growing as 
details of Mr Tansfl's escape 
and two-year period of custody 
emerge. One Indonesian law- 
yer called the affair a ‘'trag- 
edy": an editorial in the 
Engllsh-langnage newspaper 
Jakaito Post said the case, 
“far from being an isolated 
example, is a symptom of the 
myriad cotrrplex social afOlc- 


tions which are plaguing our 
society". 

Speculation is rife abont 
rriietiier any officials colluded 
in Mr Tansil’s jailbreak. It is 
rut clear how prison wardens 
could have acted indepen- 
dently if they released a high 
profile Inmate whose trial only 
tvro years ago was so hi^y 
pnblicisefL 

The justice tmuister has set 
irp from the ministries 

of jnstice, home affairs, for- 
rign affairs, informatioii. the 
attorney-general's office and 
the army to catcb Mr Tansil. 
But few believe be is still in 
Indonesia. 


Weary civilians return as the 
rebuilding of Jaffna begins 


Amal Jayasinghe visits the once rebel-run town in northern Sri Lanka 


W hen last year the 
Tamil Tigers ruled 
Jaffiia, the battle- 
weary capital of northern Sri 
T jnira , [t was an ever-growing 
monument to dead rebels while 
those Trtio survived took credit 
for rumung an administration 
with cash from the very gov- 
ernment they fou^t 
■T affhfl was the epicentre of 
the sep^tist strog^e of the 
Liberati on T igers of Tamil 
Eelam (LTTE) for decades bat 
the army wrested control of it 
in December after nearly 50 
days of ferodoos battles. 

At the time it seemed a Pyr- 
rhic victory for government 
forces which saw some 500 sol- 
diers killed and another 2,500 
wounded and ended up taking 
a ghost town. 

The 'Hgeis may have lost the 
battle, with some 3,000 of their 
combatants kUled. but they 
succeeded in ordering the 
500,000 Tamil civilian popula- 
tion out of this psycbol^cally 
vital town before the army 
moved in. 

However, the exodus 
reversed when soldiers 
moimted another campaign to 
capture the fall-back citadel of 
the Tigers at Chavakactacberi, 
just 20^ to the east, and 
^loil off tbe entire Jaffiia pen- 
insula last month. 

A ganinr mfijtary leader who 
was Involv^ in the rout of the 
Tigers said the militan ts had 
been crushed but did not rule 
out a jungle battle with the 
guerrillas, who are known to 
have some of the world’s dead- 
liest snidde bmnbers. 

BAajorGeneral Janaka Perera 
said althou^ they bad broken 
the back of the Tigers, the reb- 
eb could still u^trate and 
stage hi^and-run attacks. 

.“We have drastically and 
extensively reduced the fitt- 
ing capability of the LTIE," 
Gen Perera told the first 
reporters allowed Into the 
town since the latest roond of 
ft gtiting known as Edam War 
in broke out in April last year. 






Jubilant Sri Tjniraii soldiers late last year uardi throogh the 
suburbs of rebel-held Jaffiia 


The LITE has also admitted 
in recent statements that they 
lost teixitory to the advancing 
army bnt say they will keep up 
a gonrilla war to estabU^ a 
separate state called Eelam in 
Sri Lanka's north east 

Gone from Jaffna are the 
lai^ than life colour portraits 
of the nger ‘Tnartyrs", includ- 
ing their suicide bombers, who 
were venerated by the rebeb 
as wen as tbdr sympathisers, 
who lit coconut oil lamps and 
placed red and yellow garlands 
on them every day. 

The police and kangaroo 
courts bunt up by the Tigers 
are no more. Motorists have 
abandoned number plates 
issued by the Ti^rs and 
replaced them with the old 
government r^btration plates. 

The Tigers had earlier 
instructed civil servants on the 
government payroll to take 
orders from them while gov- 
snment food shipments sent 


to the embattled region were 
taken over by the guerrillas, 
who sold them. 

Jaffna's top civil servant, 
Chelliah Pathmanaihan, denies 
he took orders from the Tlg^ 
leadership, although Fresideat 
Chandrika Kumaraiunga has 
often described him as a hos- 
tage of the rebeb. 

He said $lQm had been allcv 
cated by the government for 
urgent humanitarian 
operations in the regioa, where 
more tiian half the popubtion 
has returned to homes dam- 
aged by years of fi ghting 

An elderly woman. Nagules- 
wari Periyathamby, sat coi^ied 
with a cow and ^ in a two- 
wheel tractor-trailer packed 
with white plastic bags of cat- 
tie fbed. red rice and a box of 
clothes and awaited the of 
army clearance. 

“P^le are not interested in 
Eelam,” Mrs Periyat^mby 
said. "AH we want to do b live 


in peace and see that our chil- 
dren go bm:k to school" 

Teasers, medical staff and 
other government employees 
were returning to work and 
most of the public utiUties 
could be restored early, Mr 
Fathmanathan said. 

“Shelter is the main problem 
at the moment," he said, 
adding Uiat more centres were 
being set up to distribute food 
to some 300,000 people who 
have already returned to toe 
area. 

The government minister 
responsible for rehabUitatlon. 
blr Nimal Siripala ite Silva, 
admits that there are bottle- 
necks in sending siQrplies to 
the region because land routes 
to Jaffiia are still blocked by 
the Tigers. 

“If we have road access to 
Jaftoa, we can turn .the pl^ 
arooi^ in two weeks." Mr de 
Siiva said as the government 
airlifted carpenters and 
masons to begin urgent repairs 
to the Jaffiia hospi^ 

The reconstruction of Jaffiia 
would make a huge contribu- 
tion to Sri Lanka's economic 
recovery. Virtually all sectors 
have severely hit by the 
war. has claimed more 

than sojno lives In toe past 
two decades, with the conn- 
try's defence budget taking up 
atout a fifth of government 

spouting, 


Naming of HK 
chief executive 
may be delayed 


By John RMdng In Hong Kong 


The selection of Hong Eoug's 
first chief executive, the head 
of the post-colonial administra- 
tion after next year's handover 
to China, could foce a dela>‘ of 
several months, according to 
comments by a senior Chinese 

ftfRrial 

Mr Zhou Nan. director of toe 
Hong Kong branch of Xinhua. 
China's de fiuM embassy in the 
territory, said j’esterday a Bei- 
jing-appointed body overseeing 
next year’s transfer of sover- 
eignty needed more time to 
determine toe formation of a 
40Q-member committee that 
will dioose tire chiM executive. 

Although China has not for- 
mally stated the timetable for 
the selection process, members 
of the Beijing-appointed Prepa- 
ratory Committee had indi- 
cated that a decision was due 
during the autumn. One com- 
mittee member suggested that 
this could now be pushed 
by several months. 

The Hong Kong ^vernment 
is seeking a decision on the 
issue as early as possible, 
partly to remove uncertainty 
ahead of the txansitiDn. The 
nomination of a chief executive 
designate would also curb the 
role of Chinese officials in 
Hnng Rimg a iT aiT i; by establish- 
ing the head of the Special 
Administrative Region (SAR). 
as Hong Kong will be known 
after the handover. 

Mrs Anson Chan, Hong 
Kong’s chief secretaty, yester- 
day stressed the tight time- 
table in managing toe transi' 
tion. 

"Time is rapidly running 
out. We have just over 400 
days to pat in place ell toe 
necessary mechanisms to 
enable the SAR to exercise a 
hi^ degree of autonomy." she 
told a seminar of parliamentar- 


ians from the Commonwealth. 

In a forceful speech. Mrs 
Chan said Chinese leaders 
need to show "more co-opera- 
tion" over the transition. 

In comments directed to the 
territory’s business commu- 
nity, she also said that Hong 
Eong pe< 9 le who have dealings 
with (]hina should be “more 
prepared to stand op to defend 
and to explain our autonomy". 

The comments follow 
remarks by Mr Chris Patten, 
Hong Kong's governor, who 


"We need more 
co-operation 
from China's 
leaders over 
the transition" 


has criticised Hong Kong's 
tycoons for failing to defend 
the territory's autonomy and 
institutions. Mrs Chan is 
widely backed in Hong Kong to 
take over from Mr Patten as 
toe first chief executive after 
toe handover. 

However, most political ana- 
lysts believe ft is more likely 
that she will remain as chitf 
secretary, the head of toe dvil 
service, partly because of her 
dose assodation with the cu^ 
rent administration. 

■ The Eastern E:q?ress. one of 
Hong Kong’s three English- 
language dailies, yesterday 
announced that it will change 
its fimnat to become a busi- 
ness-oriented publication 
rather than a general newspa- 
pei. Hie lo65-makiDg newspa- 
per cited ovenuowding in the 
English-language general 
newspaper markrt as the rea- 
son for toe move. The change 
is estimated to involve about 
40 job cuts. 


ASIA-PACIFIC NEWS DIGEST 


New Malaysia 
futures exchange 


* 


Malaysia has signalled its determination to develop as a 

regional financial hub rivalling Hong Eong and snig^xm by 
granting an operating licence for the country’s second ^ 

financial futures exchange. u-v-ni 

The Malaysia Monetary Exchange (MME). whicn will opai^ 
later this month, will trade interest rate and currency fnimss. 
fts opening has been delayed by several months as officials 
weired the broader fall-out of the Barings bank collapse. The 
British bank got into difficulties in February 1995 after the . 

trader Nick Leeson ran up losses of SB36m (£549m) in 

derivatives traite on the Singapore International Mtmetaiy 


Exchange. 


The new bourse will also provide a much-needed domestic - 

mechanism for hedging a^i^ currency and interest rate . 

fluctuations in a manufacturing economy which imports more 
than it exports. "We are talking about the education of an . 
economy in how derivatives markets work. Hading vahune is 
not going to take off for a while but toe lessons learned 
this exercise] will stand toe wider economy in good stead,"- - 
said a foreign adviser to the MME. 

The MME’s official opening is tentatively scheduled fix' May 
28. when its first contract based on toe three-month Kuala 
Lumpur Interbank Offm^ Rate (KLIBOR) is due to be 
launched. 

■ In a separate markets development, a local securities house 

has announced that it will set up an 'Islamic index" 
comprising tite stocks of 179 conqianies which are listed on tha 
Kuala Lumpur Stock Exchange but which do not pro&t.fFam 
activities at odds with Islamic principles. The RHB Islamic 
Index, conceived by Rashid Hussain Securities, does not 
include companies which nm casinos, seU alcohol or earn ^ 
money from charging interest The securities house iu^ tiie^ 
index will help Malaysia's Moslems in forming Islamic 
ia\’estmeat pm^lios. Malaysia is a predominately Mbslon ' 
country. James Kunge, Kwki Lumpttr 

■ Malaysian health anthorities yesterday issued a 
cholera alert and closed ll restaurants on Penang Island, 
where 32 people have been taken to hospital with the 
disease. Penang, off Malaysia’s north-western coast, is a 


leading tourist destination and a centre for electronics 
companies. AP. Kuala Lunmur 


Telstra sell-off study starts 


A feasibility study into the part-privatisation of Telstra. 
Australia’s biggest telecoms group, has begun. Mr Frank 
Blount, chief executive, said 3 resterday. Telstra is at present 
wholly owned by the federal government, but the new 
conseorvative coalition has pledged to sell off one-third of its 
equity during the present three-year parliamentary term. 

Mr Blount said he expected the study, being undertaken in 
conjimction with CS First Boston, to take several weeks or 
months to complete. Lei^lation to permit part^vatisation <A 
Telstra has beem introduced into parliament, but faces a 
stormy ride in the Senate, parliament's upper house, where 
the coalition does not have a nujoilty. Labor and toe 
Australian Democrats, the most sigi^cant of the minor 
parties, have said they will vote against the legislation, 
leaving its passage dependent on the views of one indqiendent 
and two Green party senators. Nikki Tait, Sydmg 


Court order to Japan sect chief 


A Tokyo court yesterday 
ordered Aum Shiorikyo 
leader Shako Asabara (left) to 
pay nearly YlOOm (£623J)00} 
in damages to the parents of 
an Aum follower who died 
during religions training at 
toe cidf s facility west of 
Tokyo ei^t years ago. The 
parents of Teniyuki 
Mashioma. then 25. had 
demanded toe damages 
payment, saying their son 
was beaten to death by a 
number of cult followers on orders from Asabara at the 
fodlity in Fidinomiya, Shizuoka Prefbeture. in S^tember 1988. 
Nettoer Asabara nor bis lawyers appeared in toe court during 
bearings into the case. 

Asabara. 41. and many of his followers have been charged 
with murder and various other counts over a series of crimes. 
Among them are nerve gas attacks against Tokyo subways in 
March last year and against residents in Matsumoto. Nagano 
Prefecture, central Japan, in June 1994. Eyodo, Tokyo 



ir^RNATIONAL ECONOMIC INDICATORS: PRODUCTION AND EMPLOYMENT 


Yaartir dtts for iWiri sWvs mkinw vid incAmtf pioduoton pits Zl data Ibr tfw vacancy rate indW a ter va h Max. fbnn with 198&JOD. Ouvtvty avt monthly Itar ratal! aalK 
anO InAAiW pn^Kfen Via pereentaoc ctwige ow tha canaspontfng penod h the pmioua yaar. and ara poslih-a irteas ottwwlse stated. Tha isMRadoymart rate b a lc i an 
m a panantega of tha total labois torca. FIgms for tha compoaita baift^ Mbaar ara end-pariod vahias. 


H UNITED STATES 


m JAPAN 


H GERMANY 


tsee 

1906 

1967 

1900 

1900 

1900 

1901 
1990 
1990 
1994 
1900 


100.0 

1002 

7.1 

10X0 

912 

100.D 

10X0 

2.6 

1002 

76.4 

10X0 

10X0 

7.1 

100.0 

1052 

100.9 

62 

98.4 

95.5 

106.6 

99.7 

22 

94.3 

83.4 

103^4 

1022 

6.4 

1362 

10B.4 

1062 

6.1 

1042 

96.6 

1132 

103.1 

X8 

108.3 

912 

107.4 

102.6 

62 

1492 

112,5 

110.T 

52 

1042 

1002 

122.6 

113.1 

X5 

135.9 

96.7 

110.5 

1062 

62 

165.1 

115.4 

11X4 

52 

97.9 

99.1 

13X5 

119.7 

22 

147.0 

96.7 

1142 




1162 

11X4 

52 

8X7 

952 

141.7 

1242 

XI 

1492 

95.7 

123.5 




11X5 

110.4 

62 

61.7 

1002 

1442 

1262 

2.1 

1442 

92.9 

1302 




1172 

1142 

7.4 

616 

1052 

1392 

1182 

XI 

1242 

91.7 

127.7 

11X5 


267.9 

123.4 

1162 

D<0 

67.7 

11X6 

1312 

1132 

xs 

106.6 

97.1 

12X3 

1092 


229.0 

13X9 

125.1 

62 

79.0 

112.6 

1292 

114.5 

2.9 

1022 

1050 

1204 


62 



1292 

52 

79.1 

1112 

1282 

1182 

21 

106.5 

109.5 

114.2 

2672 


89.7 
89J 
900 

95.7 

97.8 
9BJ 
902 
892 


toos 


Mqtr.iaSS 
Srt«jtr.1995 
4(bqW.1995 
lac qlr.1996 


42 

4.5 

09 


3.3 

52 

774 

1112 

-02 

42 

3.0 

52 

782 

1102 

02 

02 

12 

52 

79.4 

111.3 

-0.3 

12 

1.3 


76.4 



12 


3.1 

32 

32 


104.9 

105.1 

1092 


1062 

1072 

109.5 


Api61996 


Jurw 

My 

AiiSust 

Sufkaiitor 

Oeteber 

W oa ainbar 


Matey1996 

Februaiy 

Mtech 


3.1 
4.7 
42 
42 
42 
42 

2.1 
3.1 
32 
22 
4.D 


32 

32 

22 

2.7 
32 

3.1 
1.9 

1.7 

1.1 
02 
2.0 
1.3 


52 

52 

52 

52 

52 

5.6 

62 

52 

52 

s.r 

52 


ea? 

752 

762 

792 

782 

772 

762 

76.9 

622 

792 

792 

792 


111.6 

1112 

1112 

1112 

111.0 

1102 

110.3 
1102 

111.3 
1112 
1122 


1.7 

- 0.1 

-3.7 

-2A 


62 


2782 1012 

2652 1002 

2582 1009 

2732 


-1.5 

-a? 

-02 

-02 

0.7 

12 

- 1.1 

12 

- 1.1 

52 


62 

52 

32 

12 

1.0 

0.5 

12 

0.7 

1.5 

2.8 

32 

-2.5 


3.1 

3.1 

32 

32 

32 

32 

32 

3.4 

3.4 

3.4 

32 


104.0 
108.3 
1042 
1042 
105.8 
1052 
1092 

109.6 
1112 

110.1 

114.6 


1052 

105.9 

1062 

106.5 
1072 
107.8 
108.1 
109.1 
1092 

109.6 
1102 


■ FRANCE 


1.6 

2.9 

a7 

1.0 

-02 

-1.1 

-3.4 

-2.7 

-4.9 

0.6 

-6.0 

-1.7 


6.6 

62 

62 

62 


279.7 1022 

2772 103.1 

2722 1012 

2702 101.1 

2642 1002 

^2 1002 
258.0 1002 

2612 1002 
354.6 1002 

2642 1002 

2702 1002 

286.3 


■ ITALY 


■ UNITED KINGDOM 


1687 


1660 

1991 

1992 
1999 
1604 
1895 


1002 

ice2 

1042 

1072 

1092 

110A 

1102 

1102 

110.7 

iia? 

1102 


1002 

101.1 

103.1 

1072 

1112 

1122 

1112 

HIM) 

1052 

1102 

1112 


10.3 

^0A 

102 

lao 

9.4 

82 

9.4 

102 

11.7 

132 

112 


1002 

107.0 
1172 
1352 
160.6 
1632 
1282 
1062 
902 

104.1 


90.0 
923 
962 

101.1 

101.0 

g6j4 

972 

962 

loai 

1032 

99.1 


1002 

1062 

112.1 

1072 

116.9 

1142 

1102 

1162 

114.1 

107.4 

ioe.3 


100.0 

104.1 

1062 

1142 

1127 

1120 

1162 

115A 

113.0 

1192 

1272 


92 

ia4 

10.9 

102 

io.g 

10.3 

9.8 

92 

102 

11.1 


88.3 

94.4 

96.0 
100.4 

99.5 

95.1 

97.3 

94.3 
101.1 
103.1 


Mqlr.189e 
M qb.1605 
401 qte.1906 
lit 9^.1996 


Aprs 1995 

M^r 

Mw 

SapCembar 

Oetphar 

Nowambaa' 

Deoainbar 

Januwy1996 

Mnnry 

March 


12 

02 

-X5 

XI 

X3 

-XI 

112 

112 

112 

101.9 

062 

99.1 

-42 

-34 

-72 

XI 

52 

4.7 

122 

12.1 

1022 

102.3 

101.9 

04 

24 

112 

10X7 

-XI 

5.1 

n.a. 

101 .5 

22 

32 

11.6 

1034 

-62 

74 

na. 

101.7 

02 

3.7 

112 

1012 

-52 

5.7 

ru. 

1022 

12 

X6 

11.5 

1012 

-32 

42 

no. 

102.7 

-X3 

0.8 

112 

1002 

-12 

62 

iva 

1022 

-02 

-X6 

112 

99.6 

-S2 

52 

aa 

102.3 

-32 

-12 

11.6 

9X1 

-132 

44 

n.a. 

101.4 

04 

-22 

• 112 

09.1 

a9 

42 

n.a. 

101.3 

-42 

-24 

11.7 

99.1 

-1X6 

52 

n.a. 

101.9 

02 

-XT 

1'12 

99.9 


a9 

na. 

102.1 

22 

02 

112 

1009 


-05 

n.x 



M* 

VONOB 

htewu 

UMDp. 

temoi 

nb 

McMp* 

Caw— i 

SSL 

1002 

10X0 

112 

10X0 

902 

1052 

1QXS 

112 

11X1 

922 

110.8 

106.S 

10.3 

1412 

962 

117.6 

111.6 

6.6 

1442 

9X2 

120.1 

114.0 

72 

1242 

942 

121.1 

113.7 

X8 

972 

9X3 

119.4 

1092 

xa 

682 

8X3 

1204 

109.4 

10.1 

69.6 

97.7 

123.9 

111.5 

104 

762 

1042 

128.S 

1172 

X5 

932 

1072 

129.9 

1202 

X7 

1072 

106.6 

14 

X3 

82 

10X4 

107A 

0.5 

1.6 

8.7 

10X2 

10X9 

12 

1.6 

X6 

111.6 

10X6 

2.1 

12 


111.5 



1.8 

12 

12 

12 

02 

-0.1 

02 

1.6 

1.7 

22 

3.1 

22 


22 

1.9 

1.9 

22 

12 

12 

0.9 

2.1 

1.8 

12 

12 

0.6 


82 

8.8 

82 

82 

8.7 

8.7 

8.6 

82 

82 

6.4 

B.4 


1072 1072 

1062 107.4 

106.0 107.4 

1062 1072 

107.7 107.0 

113.9 1062 

112.0 108.^ 

1122 10S.4W: 

1102 106.6 

109.9 1062 

110.3 107.1 

114.3 


saaaor^ ac» ae d Sf a iWbr lor Gteinmy apply only to w wcttm Genrany. Data a<ipaad by Datas&aam 
KUTM Mapt Japan and Italy Nelue aanai dtebtad by OECD uateg CPI). fWm to Mai latell sales anept France ml iwy 

InAiabial proAMtoB data from natlanal gowniment souross. Irmudai mining, manutacutio. gas. tiec tri ci iy and suppiv MusMn w2^.!?S^J^'«yiiiniii itJoigfcM 

only) and UK taba inclute constna^on hdteW UnaritelevniMrt staMadmwtM^^ as X 

ri officU aources. Vbm rate fntfleataR dMdad by Idtel cbftte ampleiyrnair«£iM 

Khertising, Jte»i - nate vacancies Gamwy tart ft^aP Ibba «ar^ Ha?- no taa waoS^ 

cembMIan or sartas, eycNcaf tketuattme ki which uauaHy praeada eycM fluctuBOorte b geneRd economi e aeawlty. waong moKaiDR objd 


e < . 


•I-'" 




If 


Iff.- 


■Cy' 

i**: 


Bti 


St »*'*'• 






\ * 




l.‘. 


ll'- • 


- 











FINANOAL TIMES TUESDAY MAY 14 1996 


NEWS; UK 


Value creation shows British companies outperfomiing French and Germans 


Judgment of company 

^ 14^ asaM i4.is 

‘success’ shifts focus iSE. s ™ « 


PtifQp Cofflisn, 

Markets Edtor 

Snocessftil UK companies tend 
to h ave a focus^ business 
strata and significant share- 
h oldifl gs by management, 
accordiiig to a study by aca* 
demies at Templeton College, 
Oxford. 

However, several well known 
companies are shown in the 
study to have delivered poor 
returns over the long term, 
including British Aerospace, 
British Steel and Kanson. 

The study, written by the 
college's fellow in finance. Dr 
Rory Knight, uses the concept 
of value creation to judge com' 
panics, it compares the am taint 
of capital rais^ by rnmpantpc 
in the form of equity, debt and 
retained earnings with the 
company's current market 
value, in the form of both 
equity and debt 

Previous studies, in the US 
^ UK, have used the arith- 
'baetical difference between the 
capital raised and the current 
value as their key criterion, a 
measure which favours very 
large companies. The Temple- 


ton study uses the ratio 
between the two, called the 
value creation guotleat (VCQ); 
a emupany which had raised 
ElOOm <SlS2m) but now uae a 
market value of £200m would 
have a VCQ (tf 2. 

lUs makes a significant dif- 
ference. Shell, which has added 
the second most value in nomi- 
nal terms (£i3.i9bn), has a 
VCQ of Just 1.24 and ranks 
394th out of 500 in the ligHnge 

Small companies dominate 
the top of the table, although 
two FT-SE 100 index coi»tftu- 
ents. Vodafone and Reuters, 
feature in the top 10. As the 
table shows, the leading com- 
pany, DFS Furniture, has 
turned every £i raised as 
equity or debt into £14.30 of 
maiket value. 

DFS was founded by Sir Gra- 
ham Kirkham in 1999 and both 
manufactures and retails furni- 
ture. Although Sir Graham has 
sold a substantial proportion of 
his holding, he and his family 
retain 30 per cent of the equity. 

Templeton says that the bek 
10 companies have some shni- 
larities. They have "focused 
business strategies” are 


not conglonierates; none have 
been "re-engineered''; all have 
si^ilficant share paiiichiatioa 
schemes; and In five cases, 
directors have shareholdings of 
more than 15 per cent 

In contrast, conglomerates 
do not come out so well, with 
IVafeigar House fan giTiahing st 
the bottom of the list (vdilcb 
was compiled before the bid 
&vm Norwegian gnnqi Kvae^ 
ner) and BerisGnd, Hanson and 
Lonilio among the wont 100. 

Among the worst perform- 
ers, British Steel and British 
Aerospace, fay this measure, 
have turned every £1 of cental . 
they have raised into less than 
£1 of value: each has “lost" 
more than £ltm of c^tal. 

The worst sectors of all, in 
terms of value creation, are 
water and building contrac- 
tors, while the best are health 
care and pbermafimtHraU 

Templeton has also com- 
pared the value creation record 
of the largest British compa- 
oles. relative to those in 
Prance and Germany. "On 
average, the British firms are 
outpeiibrmlng the French very 
sUi^tly, who are in turn ont- 
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perfoimlng the Goman firms 
acrass the board" the report 
says. lUs probably reflects the 
Anglo-Saxon preoccupation 
with shareholder value. 

The table also shotn what 
Templeton refers to as "real- 
ised economic value" (REV). 
This compares a business's 
csshflow after taxes with its 
weighted avenge cost of capi- 
tal (allowing for both debt and 
equity). Of the 500 large com- 
p^es surveyed, 174 are not 
warning enoogh to cover their 
cost of capital. 

Templeton says research has 


suggested that REV Is a better 
indicator of future value than 
earnings per share, sales 
growth and pure cash flow. 
Companies with negative 
REVs. says Dr Knight, "should 
consider whether they want to 
make further investments in 
the lines of business they're in. 
It is a serious management 
issue wbetber they should be 
retaining cashflow rather than 
paying out dKidends." 

Vaiae Crea/ton among 
Britain^ 500 wntpanies. Dr 
Bory F Knight, Tempieion Col- 
legf, Oxford, 01865 733422. £55. 


British Gas ‘furious’ over price controls 


By David l asceM es, 

Rasouroes EcStor 

British Gas yesterday rejected 
a pricing pat^tage that would 
cat domestic bills by 10 per 
cent a year. 

The group threatened to 
force a monopoly inquiry If the 
package suggested by Ofgas, 
the industry regulator, was 
imposed on Transco, British 
Gas’s pipeline arm. 

A monopoly Into the 

UK’s gas tTansmissioa busioess 
loomed yesterday after a furi- 
ous British Gas reactim to pro- 
posals for tougher price con- 
trols on Itaa^, its pipeline 
arm. 

Mr Philip Rc^ersoa. the exec- 
utive deputy ch^iman of Trim- 
SCO, said the proposals from 
the industry regulator, 
would be devastating for the 
company’s sharehaldeia and 


employees, and could put the 
safety of the UK’s gas system 
at ri^ Up to half of Transoo's 
gO/XX) workfbrce mi^t have to 
be laid off. 

He said Transco would be 
contesting Ofgas's measures 
and would force a refoanee to 
the Monopolies and Mergers 
Commission (MMC) if neces- 
saiy. 

Ms dare Spottlswoode. the 
directorgeneral of had 

propos^ a new pricing for- 
mula for Trimsoo whidi. she 
calculated, would reduce the 
average honsdiald gas bill by 
£30 (S45.G0) a year, or U per 
cent, rising to £50 over five 
years. 

There would also he substan- 
tial savings for industrial 
users. Hie charges levied by 
Transco, which has mcmapoly 
contrnl of the UK gas pipeline 
system, account for 43 per emt 


of the typical gas bill. 

Ms Spottlswoode said the 
current price re^me was "too 
generous" to shareholders, and 
needed to be adjusted to pass 
more benefits on to consumers. 

Her proposals Included 
maTking down the value of 
Transco’s assets from £17bn to 
£9ba-£llbn, and reducing the 
rate of retuin they were 
allowed to earn. 

Although she proposed to 
leave the pricing formula 
unchanged at the rate of infla- 
tion minus 5 per cent (RPl-a), 
tlum would also be tighter 
controls on Transoo's operat- 
ing eqienditures and its capi- 
tal spending plans, althou^ 
foil allowance would be made 
for spending on safie^. 

The pn^xnals will now be 
sutdect to a period of consulta- 
Uon and review lasting . 10 
weeks. If Transco refuses to 


accept Ofgas' final proposals, 
Itte Spottlswoode would ^ve to 
refer the matter to the MMC. 
Althou^ she Is not obliged to 
a«^ the MMC's recommen- 
dations, she said ^sterday she 
would "stick closely” to what- 
ever it said. 

However, she warned Tren- 
Bco that, in provoking an MMC 
referral. It risked having an 
even stricter price regime than 
the one she was proposing. The 
new controls have to be in 
place tqr April next year. 

Mb Spottiswoode's proposals 
were generally tougher than 
the market had been expecting, 
and British Gas’s share price 
All by 27p to 2aip - nuue than 
10 per cent - Imi^ly on fears 
tiiat the price cuts could force 
a cut in British Gas's 
dividend. 

The Gas Consumers (Council 
said the regulator’s prrmosals 


were "the best news since nat- 
ural gas stated couiing ashore 
from the North Sea". Industrial 
users were also delighted with 
the mova 

llie 40 gas shipping compa- 
nies which are Transco’s direct 
customers were disappointed 
that Ofgas had not even 
tougher on Transco. One of 
them said Transro had, by 
some estimates, made £2bn in 
excess profits in recent years 
which should be banded hack 
to customers. 

Transco is due to be 
demerged from British Gas 
next year. Mr Rogereon said 
the Ofgas proposals would not 
affect the demerger, although 
they reinforced the uncertainty 
in which the restructuring was 
going ahead. 
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Budget 
assumes 
EMU 
in 1999 


By John K m pftier, 

Chief PoDtieal Conw^iondeiit 

The government is prqarnig 
Budget plans on the assam|>- 
tion that European monetary 
union wUl go ahead in 1999 as 
planned an^ concerBi that Its 
possible effects on sterling 
could farther limit scope for 
tax ents. 

As the governing Conserva- 
tive parts* reacted angrily yes- 
terday to warnings by Mr Ken- 
neth Clarke, the chanceUor ^ 
the exchequer, that he may 
not be able to deliver si^iifi- 
cant ents, ministers believe 
the finandal markets wiD be 
especially susceptible to signs 
of fiscal irresponsibility In the 
run-up to a single oirreic}*. 

Conservative backbenchers 
fear a shortteJl in revennes, 
which has led to borrowing 
running above this S'ear's fore- 
cast of £22.5bn (834.20bn), 
conld destroy chances of a tax- 
entting Budget, seen by many 
as vital to the party’s slim 
electioD prospects. 

The acknowledgment that 
further financial prudence will 
be required to protect the 
pound as EU member states 
prepare for a new exchange 
rate mechanism by the end of 
the year will alarm Bnro- 
scepties. It appears to ran 
counter to the prime minis- 
ter's strongly held view that a 
single enrrenesr will not be fn 
place by 1999 and will not 
affect the party's general elec- 
tion SilBt^, 

However, the Irish govem- 
meut, which takes over the ED 
presidency in July, believes 
the ERM plans, which envis- 
age a slgniTicantly stronger 
role for a European central 
bank, will be in place by 
December. 

The British have made dear 
they wfl] not take part in any 
revived ERH or in the sinsde 
cmreocy if it is operational in 
1999. 

Ministers will be warned 
during the forthcoming pabHc 
spen^ng negotiations that 
revenue shortfalls and the sin- 
gle currency concerns will 
reqnlre ^eater cuts than 
envisaged if acope for tax cats 
is to be fband. 


UK NEWS DIGEST 


Settlement offer 
^inherently unfair’ 

The Paying Names' .Action Group, formed by 
LLOYD S Lloyd’s of London investors to represent those 
iivii.s 0 * ...N...... jyiio have paid their losses at the insurance 

market, yesterday said the latest settlement offer was inher- 
ently unfair and ‘meeds to be addressed urgently”. Mr Tony 
Welford. chairman of the groig) said Names (individuals whose 
assets have traditionally supported LLoyd's) should vote 
against the final settlement, which was unveiled last week. In 
a letter to Lloyd's the group said: "We note the contents of 
Lloyd’s press rdease May lO and ask how this improves the 
positioD of loyal Uoyd's Names who have incurred substantial 
external debts to continue to support Lloyd's.” The group 
claims to represent 25 per cent of the market's present under- 
writing capacity. 

Meanwhile administrators to the insolvent Kwelm insurance 
companies, subsidiaries of the failed London United Invest- 
ments. are to set aside a fiuiher $220m for creditors, bringing 
the total so far to $920m. The Kwelm companies, which ^eci- 
alised in US casualty', professional indemoity and other liabil- 
ity business, have gn^ liabilities of about S9.7bn. The compa- 
nies went into provisional liquidation in 1992. 

Jim Kelly. Accountancy Correspondent 

Airport passenger numbers rise 

Passenger numbers at leading UK airports increased 1.9 per 
cent last month compared with the April 1995 figure, it was 
annoiuiced yesterday. A total of 7.6m passengers passed 
through BAA'S se\'en British airports. 

The timing of Easter this year meant much of the pre-Easter 
traffic was pushed into Mareh. This meant that there was a 
9per cent dip in Europeau charter passenger numbers last 
month, while European scheduled tr^c feU 1 per cent But 
North Atlantic numbers rose 3 per cent last month and domes- 
tic and Irish routes bad increases of 9 per cent Taking the 
figures for March and April 1996 together, there was an 
increase of 6.3 per cent on the March-April 1995 totals. 

Heathrow passenger numbers rose 1.4 per cent last month, 
while Gatwick was up 2.3 per cent. Stansted 29 per cent, 
Southampton 9 per cent and the three Scottish airports taken 
as a group also increased 9 per cent. 

Meanwl^e, a new carrier. World Airlines, took to the skies 
today. Operating BAe 146 jets, the airline is flying 44 flints a 
week between Loudon City Airport and Amsterdam. PA Neu's 

Exchange data to be shared 

The UK Treasury and the US Securities and Exchange Com- 
missiOD have agreed formally to share information about com- 
panies which are traded on stockmarkets in both countries. 
Under the accctrd, the SEC and the London Stock Exchange 
will Dotl^ one another if either regt^tor suspends or delists 
one of the 220 companies traded in both New York and 
London. The new arrangements, which the Treasury said 
secured better protection for investors, are largely a formalisa- 
tion of existing co-operation between the exchanges. 

hficholas Denton, London 

Call for handgun ban 

The opposition Labonr party yesterday called for a ban on 
handg uns and a compr^eosive tightening of restrictions on 
ownership of all fireanns in the wake of the shooting of 16 
p rimar y sdiool children in Dunblane. Scotland two months 
ago. In efvidence to the inquiry into the massacre. Laboifr is 
suggests a ban on handguns and rifles above .22 inch calibre, 
ti^iter certification rules for any gun and raising the age Umit 
for owneisbip from 14 to at least IB. James Harding. London 






For more than a century and a half, Patek Philippe has been knoxra as 

the finest watch in the world. Tlie reason is very simple. It is made 

differently. It is made using skills and techniques that others have lost 

or forgotten. It is made with attention to detail very few people would 

notice. It is made, we have to admit, with a total disregard for time. If 

— a particulEU’ Patek Philippe 

movement requires four 

years of continuous w’ork to 

bring to absolute perfection, 

we wdll take four years. The 

result will be a watch tliat 

is unlike any other. A watch 

that conveys quality from 

first glance and first touch. 

A w^atch with a distinction; 

generation after generation 

it has been worn, loved and 

collected bv those who are 

•* 

very difficult to please; 
those who w^ill only accept 
the best. For the day that 
you take delivery of your 
Patek Philippe, you will have 
acquired the beat. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 
A watch tliat was made to 
be treasured. 
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Peugeot-Citroen signals expansion for British plant 


By Haig Sinmnian Old David Owen 

in Paris 

Mr Jacques Calvet, head of 
Peugeot-Citroen, yester^ gave his 
stronge s t indication to date that the 
French car group would start build- 
ing a second model at Its Ryton 

pl a n^*- In the ICn gligh midlands . 

Mr Calvet said; “We have decided 
to associate I^rton with the develop- 
ment of one of our future models in 
which we are placing very, very, 


very much hope ... We always 
thought Ryton was capable of build- 
ing two t^tes of car." 

The new investment in Ryton win 
improve Peugeofs diances of cap- 
turing more the all-important UK 
fleet maritet. Moreover, Mr Calvet 
said it would demonstrate to Japa- 
nese manufacturers, which have 
invested heavily In new production 
capacity in the UK, that European 
manufacturers could continue to 
compete effectively. 


Mr Calvet declined to specify 
which new model he bad in mind 
However, it is widely believed Ryton 
has been chosen to make the succes- 
sor to the top-selling Peo^ot 205 
hatchback. would require an 
investment of at least £i00m (S152m} 
in the antiquated Coventry plant 
Adding a second model to the 306 
la^ manufactured at Rjton would 
raise output to more than 100,000 
units from 80,000 last year. U would 
also guarantee Ryton's long-term 


prwpects. "The future of R\iau is 
assured." Mr Calvet said. 

The Peugeot chairman gave no 
indication of when the second model 
would go into production. But ana- 
l>'sts believe the group is workup 
flat out to develop the new model 
and that it could enter production in 
two to three years. 

Mr Calv^ said Ryton had earned 
its place within the group as a result 
of the great strides it had made in 
prodactivity in recent years and for 


demonstraiing “team spirit". “Ryton 
is considered an essential part of our 
structure." he said. 

The new investment will remove 
any lingering threat of closure over 
the plant which now employs 2,700 
staS. Since it was bou^t by the 
group in 1978 there have been inter- 
mittent fears about Ryton's future. 

Since mid-1994. output at the plant 
has increased by almost one-third to 
2.275 vehicles a week, while the 
workforce has been whittled down. 


Having a UK production base has 
helped Peugeot to lift its share of the 
UE ear market from 1.5 per cent to 
more than 7 per cent In 1995. 

The bulk of the new investinent is 
expected to go on replacing the 
plant's paint shop, which is cur- 
rently its biggest bottle-neck. Addi- 
tional money will be spent on new 
robots to improve productivity still 
further. 
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Manufacturers 
hit by input 
cost inflation 


Diesel vehicle pollution limits exceeded 


^ Grdiam Bowley, 

Economies Staff 

A big rise in oil and food prices 
caused the first increase in fac- 
tory input cost inflation for a 
year last month, but manufac- 
turers were still unable to pass 
the price rises on to their cus- 
tomers. 

The price of goods teaving 
the factory gate rose at the 
slowest annual rate since 
December 1994 last month, the 
Office for National Statistics 
said yesterday. Manufacturers 
were again unable to raise 
prices in the face of a laige 
build up of unsold goods and 
weak export demand. 

Output price inflation 
climbed to a of 4.5 per 
cent last July as industry Ea^ 
a sb^ increase in raw mate- 
rial costs. But inflation has 
now fallen steadily since then 
as commodity prices have 
eased and manufacturers have 
been constrained by weak 
demand. 

This slowdown in demand 
finally poshed manufacturing 
indust^ technicafiy back into 
recession in March after out- 
put fell for two successive 
quarters. 

Between March and April 
manufacturers' output prices 
rose 0.3 per cent to leave the 
annaal inflation rate at 3.2 per 
cent compared with 3.5 per 
cent in Mareh. 

TTiis was despite sisps of a 
resurgence in some commodity 
prices whidi led to the first 
rise in annual cost inflation 
since April last year. 


Industry's fuel and raw 
material costs grew 1.4 per 
cent between March and A^. 
the largest rise since Decem- 
ber. and were 3.1 per cent 
hi gher than the Same month 
last year. However, most of the 
monthly increase was due to a 
sm^ in on prices, which econ- 
conists said was unlikely to be 
sustained. Crude oil prices rase 
9.5 per cent in April and were 
258 per cent hl^ier than the 
same month last year. Prices of 
imported food and chemicals 
also rose sharply. 

Excluding food, drink, 
tobacco, and petroleum, the 
“core" measure of manufactur- 
ers' input costs fell 08 cent 
between March and April - the 
first decline for more than two 
years. The “core" measure of 
ouQiut price inflation rose 2.8 
per cent in the year to 8^ril, 
the lowest rate of inflation 
since November 1991. 

The figures, which come 
ahead of the Bank of En^and's 
quarterly Inflation Report 
today, were stronger than the 
City of London ejq)ec^. 

But most economists were 
nevertheless encouraged by 
the further decline in output , 
price inflation, the measure 
thought to have most influence 
on retail price inflation. 

However, the pick 14) in con- 
sumer demand expected by the 
government and toe City in toe 
second half of thla year may 
make It easier for manufacture 
ers to pass on earlier input 
price rises to their customeis. 

Martin Wolf, Page 12 


By Leyla BouKon, 

Environment Correspondent 

Britain regolarly exceeds its 
own toi^ limits for particu- 
late emissions from diesel 
vehicles which kill thousands 
of people a year but is unlikely 
to take action to fix the prob- 
lem. a report said yesterd^. 

The repo^ by the Quality of 
Urban Air Re\iew Group 
CQuai^. set up by the govern- 
ment, said that “string^t addi- 
tional controls" on particulates 
were “essential” to reduce 
emissions in line with officially 
recommended targets. 

It said diesel cars, trucks, 
and buses accounted for up to 
80 per cent of emissions of 
FMIQ - particles measuring up 
to one hundredth of a milli- 
metre - in big cities, where the 
threat to health was greatest. 

The government’s recom- 
mended standard of 50 micro- 
grammes per cubic metre of air 
on a 24-hour average ii*as vio- 
lated on 139 days from 1992 to 
1994. It added that the only 
way of eradicating the problem 
would be to slato road traffic 
in big cities by SO per cent An 
alternative would be to ban 
di^l cars, trucks and lorries 
frt)m big town centres. 

The Department of Health 


Particulate emissions take their toll 
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‘Green’ tax system considered 
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estimates that several thou- 
sand elderly people's deaths 
are accelerated by the particu- 
lates. which worsen heart and 
respiratoty couditums. 

Tlie government especXed 
to respond to toe particulates 
threat in a national air quality 
strategy later this summer. 
However, after toe government 
consultation paper on trans- 
port last month i^ecied tar- 
gets for curbing air pollution. 


95 2000 OS 


officials said radical measures 
to curb car use or rednce diesel 
xehicle numbers were unlikely. 

Tbe government is pinning 
its hopes for a more modest 
aJIetiation of toe problem - a 
2o per cent reduction in partic- 
ulate emissions by 2010 - on 
Europieao Union curbs on car 
emissions, and changes in toe 
design of car engines and toe 
composition of fuel 

But the Quarg report also 


The opposition Labour party is 
to consider a "green" overhanl 
of the tax system which would 
cut employers' National 
Insurance contributions and 
tax pollution to create 
jobs. 

A report to be published 
next month by the Institute 
for Public Policy Research, an 
influential contributor to 
Labour policy, says catting 
National Insurance 
contributions from a hv rate 
of 108 pa- cent to around 3 
per cent could create three 
quarters of a million Jobs by 
2005. 

A host of compensating 
increases in environmentaly 

warned that even these bene- 
fits would be "largely lost" if 
toe market share of diesel 
vehicles, presently at 20 per 
cent in Britain, was allowed to 
edge up to toe SO per cent level 
found in other Europe^ coun- 
tries. “Future emissions of 
PMIO in cities will depend cru- 
cially on the amount of diesel 
friel consumed and the propor- 
tion of diesel vehicles in the 
fleeL“ it said. 


friendly taxation would tadp 
the environment without 
damaging tax revenues or 
indostilal competitiveness. 

The governing Conservative 
government has already taken 
a few st^ in the direction of 
green taxation by introdncfng 
the lan^n tax - with an 
ofEsetting decrease In national 
insurance contributions. 

It has also mandated a 5 per 
cent animal morease in fod 
duty to help combat global 
warming. 

A shift in taxation away 
from labour and towards the 
environment is already under 
way in Scandinavia and under 
consaderatioD in Germany. 

The study of particulates has 
tended to lag behind toat of 
other types of air pollution, but 
the latest recommendations by 
Quarg follow recent scientific 
evidence that toe problem is 
more serious than initially 
thoi^L A detailed evaluation 
of a particularly severe bout of 
air particulate pollution in 
London in December 1991 
showed a 10 per cent increase 
in mortality in the capital 


Shareholders approve Liffe merger with LCE 


Hnendai Times Reporters 

The shareholders of the 
London Commodity E.xcbange 
have formaUy approved toe 
merger of the market with the 
larger London International 
Financial Futures and Options 
Exchange (Liffe). 

TTte deal, which was origi- 
nally announced in November 


last >'ear, is one of a number of 
mergers or iink-ui» between 
international derix'atives 
exchanges, which are under 
growing pressures from mem- 
bers to focus their resources 
more ^actively in an increas- 
io^y comi^tive n^ket 
LCE. wUch lists huures con- 
tracts for coffee, sugar and 
cocoa, said its sharehoiders 


had voted unanimously to 
bring to an end its 32 years of 
independent existence. 

Changes to agricultnral price 
suppon regimes in both North 
America and Europe, together 
with the growth of world pro- 
duction in coma«^ities such 
as cocoa and sugar, are 
increasing tbe demand for 
commodity futures. 


Liffe is offering LCE share- 
holders either cato or a combi- 
nation of cash and a new class 
of Liffe shares for some Sm 
LCE shares at their net asset 
value. The LCE shares wae 
worth some £9.5m (S14.4m> 
when toe deal was agr^ last 
year. 

Liffe agreed a strategic 
link-op with both the Chicago 


Board Of Trade and the Tol^ 
International Financial 
Futures Exchange (Tiffe) last 
year and expects to begin 
trading the f^ieag n market's 
finatiriBl lytntr arts during the 
European morning later this 
year. Its own financial 
contracts will be traded in 
f!hiffagr> after the close of the 
London market 


Subsidy 
levels for 4 

BSE losses 
proposed 

Hnandal Tbnea Repoitm ~ 

Mr Franz Fischler, European 
Union Commissioner to agii- 
culture, will prcqDose tomorrow 
that the EU pays farmen 
Ecuesom ($799.5m) oat of ^ 
1996 bndgM to cnmpaisate for 
losses caused bv the berf nri^ 

Mr Fischlerfs proposal, 
which is eqiected to rnaive 

the backizig of the full Commis- 
sion at a repaHwg tomcffrow, is 
designed to compensate Hsnof 
eis to a drop in beef prices, 
whidi have ^en on avoage 
by 5 per cent across fh^unioii 
since the crisis ova the "mad 
cow" disease broke - seven 
weeks ago. 

The Commission's dedsion 
will coincide with a meeting of 
the EU's standing veterin^ 
committee whidi will cfwigjdg - 
Mr Fischler's proposal that 
Britain should be -forced -to 
meet tougher ccmditions tor 
the prodoctim of gelatin and 
tallow as a {vedomlition tohft- 
ing toe ban on to^ product^ 

Germany and Austzi^ 
remain q ppo &c d to eas^ the 
ban on British bed* mid beef 
products and the dedsion aa 
the committee remains finely 
balanced, accor dlns to ED offi- 
cials. Tbe vote codd bii^ on 
whether Ranee would sigjpqrt 
I Mr Fischler's proposal, toey 
added. Mr Hmwe de Charette, 

^ the French foreign minister, 
said France wanted to heh) 
states overcome the 
caused by BSE but also wanted 
“maximum guarantees from 
toe scientific comnuttee”. - 

ED officials said the cost of 
the subsidies pngxised by Ur 
FiscUer would be centred 
witbJn the Common Agricul- 
tural Policy budget to 1996 as 
savings were being made in 
others areas, such as eiqrart 
restitutions. 

One ED official said the sub- 
sii^ had beai calculated to 
compensate farmers for the 
drop in isices as well as fens 
in consumption, pointing out 
that feimers in Geimany h^ 
suffered from a fall in prices as 
well as dramatic falls in con- 
sumption, while in the UE 
there were signs that greater 
quantities of meat were now^ 
bemg sold. 


BUSINESS OPPORTUNITIES 

READERS ARE BECOMME3WED TO SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COMMITMENTS 

Fax 0171 8733064 


Claire Brou^ton 0171 873 3234 


Lesley Simmer 0171 873 3308 


DISTRIBUTORS 

Leading UK manufacturer (EstabUahed 21 yean ISO VOOl registered! 
offering new. quality concept for use in many diverse industries. This 
concept is being used erCensivdy in ail major h^ustaies and by blue diip 
companies. Enquiries sought From throughout UK. Iivlar^, Ide of Man, 
Channel Islands. Of partiailar inleresl lo those already involved with 
markets induding medunical/e l ec tiic Bl engineering, transport industrji 
food indistry. plont/constiuction iDdmtries, agriculture, lo^ authorities 
and puWk utilities. 

For imtial disaiseian telephone: 01S69 765133 


CASH FLOW 

[L EARN MONEY FROM HOME J] 


* Af^xoxiinately 1 hour per day 
" Proven Stock Market Software 

* Using your Home Oomputer 

* Ihill 3 yean data histoiy 

* Rill ’naming and excellem afto' sales service 

Price £5900 ioc VAT 

T7s ■ ■ ■ ■ I ■ I ■ ■ ■ 2nd Fknr. Windsor House 

J ( NTERD ATA » s’*" 

“ ILIUhalM 

FOR FREE INFORMATION PACK FRBBCAIL OSM 827 853 


We are the MANUFACTURER and DISTRIBUTOR of a new 
line of SKINCARE mODUCTS wiuch contains Au^lion 
Tea Tree Oil and other natural essentia! oils. 

We are stncerely looking for close business pannere to EXPAND 
our market in EUROPE. Should you be interested, please contact; 

The Marketing Depaitnieni 
BIOTECH PRODUCTS LIMITEO 
7/F. 103 Leighton Road, Causeway Bay. Hong Koog 
lU: (852) 2881 7713 Fax: lS52) 2577 2895 


Praperty investor CBneaUy. invesHiii ElOa on feetaH of small 
neictaaf and indhnAals. Cimanily sMiiRag a oal-yiaUiif 56% 
a lbdai«iMBB, oSer an '18 nn^ perfad. 

WMd fee Msrastad te meet Mirfdoab IR hislifiifion wM a flow to 
laisiog fada.lor ficdwr inves&nonb; fei fbsl instance .Gootact, Box 
84814. RnaedarThnas, Qnlf Sontinnik Bridge, Untdon 861 9HL 


ANOLO AMBRICAN GROUP 
— . pue - ■ ' 

PRCgeCT FINANCE 
COMMERCIAL RJNDIHO 
GLOBAL COVERACe 
NO MAXIMUM 
BROKERS WELCOME 


Ff C tmw , S ii i hi n —S ta t wU m PiA 

Td: 01924 201366 
fm 01924 201377 


USA - MAWUFACTURER'S 
CLOSEOUTS 

Name Brands, Contafewr Leeds 
Health & Be^ aldB, Food 
ftoduds, Hou ac wmi es , 
Eleetrenice, etc. 

Please contact by Phone or Faic 
DICKENS & MATSON INC. 
POBac478 

Easipobde. MteMgan 48021 
Phone: 81&-773-S060 
Fate 810-7734560 


CONmuenON GROUP 

seeks enoy into facilities 
manageniejiL Acquisition/ 
merger opportunities sought 

BnB4S09, Finmctal'nmeL 
OUeSnobwail BfJdgR Lcndan SEI 9HL 


Wearelooldng fora 
soundly based commodity 
trading business to buy ot 
mei^ with our long- 
standiitg existing business. 

Size is not ioqxiTtant 
but track record 
and profitability are. 

nease provide hill detaSs lo 
Bov BOOS, Hnandal Thnes, 
One Southivark Bridge. 
London SE(9HL 


TELEOOHMUNICAHONS 




Ask about our new lower rates 
worldwide. Now featuring 
Faxaway and inn Internet 
accessi 

Uneeopeoaemsi 
8i the tab 0^0800884016 
78x0000804015 
lnttmUS:Ce0:1806804-&Sa0 
FlKi1-208aaS^8BB6 



We are a US public 
company with international 
interests in the hospitality 
and leisure industry. WO 
own a London based out- 
door catering and 
hospitality company which 
we are looking to expand 
into a national network 
through acquiring or 
merging with other similar 
or associated businesses 
located throughout the UK. 
Ideally the present owners 
will remain In management 

RtpOee to 8tB B4S10, 
Fioaneia/ nnes, one SoutfMorK 
8rf(«e. iontan SEl 9HL 


jf Non-recourse Forfaiting jl 


Discounting of neqoliabla trade debt 
such as Mere of credL bOe of 

exchange, pramissoiy notes rod 
bank guarantees. 

CapaeSy for ifyiafd or reechedded 
debt QMrtries induda EgnA Eastern 
Europe. Labn America, Morocco, 
Uddle East, Russia and Zimbabite. 
FiA caisitiy menu avaiable. 

Gentry 

HmeBLunHed 

Te!: 01283 550891 
Fax: 01283 550894 

la nHSw e At GeSy Hddrei Ifc. ) 


RELEASE CASH 

FROM YOUR PENSION FUNDI! 
£35,000 min. 

Phone Eastfield (01223) 329993 


W'c iconic to 


MontreuxDVevey 

Your Place of Business. 
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iWnunONVLIFESTYLE 
/DIRECT SALES CO. 

4iib low CM base b W. LoadoL 
Modsu pvESiises. Enonnoas pountiaL 
Cooinklng shardioUer nnwEig lo 
Wes) Indies TirpenoiBl reasnis. 
Seeks Manasemem Buy-b or Mm 
VamnepiniKrwiifa Markefing/ 
DaiahaR/Dveci Soles espeniie & 
ca|Mlal rordevefopmenL 

jpfemjDBtf IP fCSSiOv 

TEL: REES POLLOCK. 
Cborterad AccaiiilBia 

FOR FURTHER DETAILS. 


OFFSHORE 

COMPANIES 
f’Ur TRUSTS 
from £225 


Ft fwEhvr Jirf fiiiH 1*1 w min u^t>- 
PtfwtmSB, Dimm 
INTERNATIONAL COMPANY 


SERVICES (UK) LfMTTED 

Standbreok House. 2 -5 (M Bond SL. 
London, W1X 3TB. 

Tel: -f-44 171 493 4244 
Fax:-f-44171 491 0605 

E-Mail: uk-inlo@lcsl.corn 
nth) ;//www Jc3t.com 


AVL Agents VJanted 


teaenkel MobyTEL'S 
VeUde Loeatioa/CPS/AIana 
BotiScaficahrirelaB E-mtil uniL 
WMca CoBBiBBkmiea ft Mobile' 
Abmi^Slaeo Deafen wricaoK. 
Serion iiquira only. USA 
8(202)739-9300 
Fn(202)4«a-?Q17 


rCALLUF FZZQ22UCTS 

NOVEX Sat bused in (be 

rsoowned industrial rfonh of 
Italy, specialises in sounring 
legiilv vgppliacK' components, 
machinery and other pwltieu. 
NOVEX Sas. Vn CapamlBa 4, 
ima7 Novi Upm (ALL Itriy. ' 
Ibtephew 1391 143 323819 


F^iECMxm Turned 
COWONENTS MaNUFACTWEH 
wishes io produce 
coniplete assembfies, 
possby under Bcence. 
Gonto± WraalET Lid 
Fax 01753 590252 

COMMl'MICAnONS comn^ 
with new technology and exdling 
neworoducts now expanding into 
UK market end other countries. 
Seddng suitably qualified agents 
and other internted parties. 

HK FAX: 8S2-239-I292fr 


Fvieoffda t j B 

ififokmoy UuJiiw 
Tiomt Caul', •me tr tiiB ; 

OiM CETcc kr itepmi Esoomc De*d(iMSl 
PJ>.Bdi I4(«LO)-1SSMibic« I 
PbDw4l2l/^4S48.F;u4i:ir«S3S0e5 


WEST END 

biwed invefement cowpaaj with 
Dboatr.lOOO sq ft ef prime fully 
rumished space to sublet aceks 
investee company lo occupy 
prinripale only BoeB 45I7, 
FUunrial UBea. One Southwark 
Bridge, London SEt 9HL 


INVESTOR/S WANTED 
for new piibUcatfoa. 

Worfdng tnveoiora wvJoome. 
EquRy ood cceidnionE nejpMiable. 
This Is on Meal opportuidty to 
irivest In a unique pubUcaiion. 
Genubir JnvesUm ptease 
pboBO p>127e) 977691 
or lax (012781 878541. 


CHANNEL ISLANDS 

Oftshore Company Formation 
jiiJ AdminiainiioiL Abo UberiiL 
Panama & BVl cic Tna] ofTsboie 
fariliiMs and services. 

Fw dcuiK mJ appontmen write 
Ciuy IhM LeL. M Ren. 34 DavoJ Ptacc. 
Si nsita. Jency JS eJZ Qiannel IsLoab 
Icl: 01 534 H7K774. Fu 0l S34 33401 


(Vtanageiuent Buy-Out 
What is your company worth? 
rC •preMsheet vahiauon modaL aa toed 
by venture opiiaFats. £49.95 4 VM*. 
For further ikiaiU Gooiact: 

Equity VcDtnns Lbnfted 

2t CrKvciwr StieeL Lcndre WiX 9FE 

Tel: 0171.917 9611 fwT:qi7l-9l76002 
aWWJh»aaSCTWBnS|i—w«AMMwy 


VP TO 19% PR nm neome plus nwneWte 
capaalgEBn. SeteetodpropanyopporiLniileB 
ko’n CSSO.ODD curenly ptnnda eieepdenal 
rMins. 7p% bwice anftbto 8 2% ewr 
b» niiecl to atao& ConiBci Peter Hm 
ai Matoolm WaRon Intemaiienal, 16 
Harsver Squm, London Wi. 18. ai7l 493 
4fi9>arfK43i9. 

TBINXING OF INVESTING; 

dry mkdnp^FvWitBfe 9110 TSMU 

MEXICO Market Roaearoh S Corauldng 
ftrwt - &p»t ftacTashg, napreearoSen 

/DWtoucioa Earemety CoenpoBwo Raw. 
Excelleni ncte re n oe s , naace Far 4<a2S) 

260 040 


International 

Financier 

Higb oet worth port-Mio 
Seeks nm-vouml shualioos, any 
kKau'on couiderad. Expert asiisiance 
availabk io wiat aknpide oistiiig 
nunagemenL Low/oepiive Co's 
difTicuta siuafioos accepoUe. 
Ciciiion secured airdVor debts settled 
for a share of your Business. 
MK^p0r eabi vrio O' eonfUfjMv to 
Bar B4SI2, FtoMcWTiwa, Oar 
So^mrt0rUti,lM4AaSEI9/Il i 


Superb Thbmed Restaurant 
Fullv Equipped. 

1 60 covers. Over £70O,oro turnover last 
year. Fmdi lequbed for expansion or 
outright sale considered. 

Write 10 Box B 4 44 S. Hnanciai 
TiiBes.One Soiabwsili Bridge. 
London SEl 9HL 


0ICIJSHWN «toi ariemm cofsiectoB wlh 
Russian Irnis laoduclng a vaiieiy at steal 
precfacis, pawUatir capon and tow altoy« 
stseU wfl act e an ageni tor convanres 
wentop to piselwss such emtoete. VMle to 
Bba BCSOE. Ftandel Hmes. Oito SoudMk 
Bridge. London SEl 9H. 


liquid Filling and Fonnulation in CK 

Large capadW for BUIng ttquids of TurtouB vtecoBtUes avuU^ble fir wide 
range of appUcallons Including OTC. bmisebnkL JanlioriaL car care 
praduciB, hibricanls. chendcate and agroebendadB. 

Pack shEs firm lOOcc (o 20 It as wdl as druma. ike’s and bulk. 
Productloo canted out to ractUUes fully equipped for hazardous 
cbemJcaJ handUcig and blending, with modem quality conirol 
loboratorles and qyntfaesis capablltUes If required, 
ftoduct Uceoslng proposals to tneorpo ra te marketing »riri dtstributlon 
and straight contract enqubles Invited. 

CoBtaet lUvyn Whyte. 

TetapboBe 0181 346 5046. te 0181 340 4530 


OFFICE EQUIPMENT 


OFFICE FURNITURE 


Due to city bank order postponement we have a large 
quantity of quality executive and system ranges - 
conferences and receptions. Large choice of veneers: 
(Walnut, Rosewood, Ash etc.) 


with discount of up to 40Sb from R.R.P.! 


London Showroom for viewing 
Please contact 


LINEABURO LTD Tel: 01 992 504530 
FREEPHONE; 0500 821565 


'.Vi \ jSlii 



BUSINESSES WANTED 

A very successful computer company is 
looking for a quoted 

shell to reverse into. Preferably with 
little or no assets or 
liabilities, a computer or recniitment 
company shell is 
preferred but not essential. 

FUosa write te Baa B45I9, Fiaandal Tunes, 

One Southwark Brides, London SEl 9UL 


BUSINESS 

SERVICES 


MAILING ADDRESS 
IN MADEIRA 

Confideiitial mailing addreu: 
Rom Drop. APT 4024, 
OilcHine Ciilbciikiaii 
9001 FiindiBl Madeira 
taiiSl 91 741723 
351 91 744515 


Your Addreus fei Now Yolfc fram SI a 
day. TaVFKAtelOder TWig 3 mm. 
Tafc212S729ef7Ftee 2129729637. 
MsRNt E^roi: MbOttyOBeanom 
IdbAwwuiwffieaxoai 


CHEMICAL OR 
ADHESIVE 
BUSINESS 
WANTED 

Please send details to 
Russel Lebe Accountant, 
1 Ash Hal Close, 
Bushey Heath, 
Herts WD21BW. 
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JP Morgan sets out 
$2bn plan for IT 

J. P. Morgan is to farm out much of its routine 
information technolog>'' operations in one of the big- 
^t outsourcing deals of its Mnd The US bank said 
it had reached an agreement with a group of tech- 
nology companies under which it will pay f2bn over 
seven years. Page 19 

Bondi defends Montedismi structure 

Mr Ennco Bondi, chief executive of Montedison 
defended the structure of the Italian agribusiness, 
chemicals and energ>’ group against a proposal that 
the company should be broken up. Page 16 

Amexco and Aoeor sign pay*card deal 

American Express of the US and Accor, the French- 
based hotels and leisure group, have signed an 
agreement covering a co-branded payment card, 
which will be launched later this year. Hie card is 
the latest in a series of co-operatioD deals American 
Express has concluded with other groups. Page 17 

SU up 11.7% despite setback 

Singapore Airlines announced a healthy increase in 
group profit for 1995-96. but its core business suf- 
fered a decline in profits after being hit by rising 
fuel costs and stUI competition. Group net profit 
rose 11.7 per cent to Sgl.OSbn CUS$?29.5ml in the 
year to March 31 1996, while revenues rose 5.1 per 
cent to S$8.69bn. Page 18 

Bering watches Hongkong Tdecom 

The Hong Kong arm of China’s minisby of post and 
telecommunications said it was taWng an active 
interest in developments concerning Hoo^ong 
Telecom, but remained guarded about whether the 
ministry was seeking a stake in the temtoiy’s dim- i 
inant operator. Page 18 

Fenner rises as profits suige 50% 

Shares in Fenner rose 9p to l7Dp as the UK indus- 
trial products group reported a bettm'-than-expected 
50 per cent rise in interim pre-tax profits to £8.2m 
($1^46m). Sales rase by a fifth to £l26.dm in the sis 
months to February 29- Page 20 

Standard Life phms Bank of Scelland sale 

Bank of Scotland’s share price climbed I4p to 2SQV3P 
after Standard Life, the UK assurance group, said it 
was working on the sale of all or part ^ its 322 per 
cent stake in the bank Bnt bank^ said the stake 
was more likely to be placed with UK institutional 
investors than sold to a potential predator, and 
doubted that the sale would tri^r a bid. Page 21 

Ladbroke ponders options for Hiflon 

Ladbroke, the Imsure group which owns Hilton 
International, said talks were wtntinning with Hil- 
ton Hotels of the US on "a range of ways of re-unit- 
ing the HlHon brand." Options include a possible 
merger Of the hotel activities. Page 21 

Ben Cable losses up despite r e e o n uc rise 

Ben Cablemedia, the U]^s third largest cable opera- 
tor, reported deeper losses and a sharp rise in 
income for the first quarter as it attracted more 
subscribers whole building its netwcwk. Page 21 
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France to own less than half of Renault 


LEGAL DEFINITIONS 

tort n. 1 an upmarket pastry case 
containing lemon, jam etc. (airrib) BBC 
English 2 a civil wrong ocher than under 
contract or equity, see ROWE & maw: 
asapCpA 0171-2484282) 


By David Owen and 
Haig Sfanonian in Paris 

The French state is to sell a 
further 6 per cent of Renault, tak- 
ing its stake in Europe’s thlrd- 
lareest carmaker to below 50 per 
cent 

Hie symbolic and unejqiected 
move, which would raise more 
than FFr2bn fS38^) at present 
market prices, is the second large 
privatisation launched in France 
this month, 

It confirms an acceleration in 
the country’s privatisation pro- 
gramme at a time when the Paris 


stock maricet has been buoyant. 

However, analysts were yester- 
^ gener^ downbeat in their 
inteipretation of the announce- 
ment "1 see this as a negative 
sign - it shows the govemment 
feels unable to undertake a 
fun-scale privatisation," one said 

Another analyst said share- 
holders were concent that the 
culture of the group had not 
changed since its initial {tetatlon 
in November 1994. The fact that 
the state was "crossing the Rubi- 
con" of going below SO per cent 
might at least make them think 
that change was in process. 


The announcement, which 
came after the stock market 
closed, said the sale would be via 
an invitation to tender to be held 
shortly. It said the new share- 
holders would join the hardcore 
group of “partner shareholders" 
set up at the time of the compa- 
ny's initial flotation. 

It emphasised that the move, 
which will reduce the state’s 
stake to 46 per cent, teas only a 
first step preceding a wider plac- 
ing. It said it would allow Ren- 
ault to reinforce its core share- 
holder base and give the 
company “the same capacity for 


strategic manoeuvre” as its 
rivals. Analysts suggested, by 
contrast, the decision to sen on^' 
6 per cent represented a tacit 
admission that a wider placing 
would be difficult in the short 
term. 

The company’s shares are trad- 
ing below the FFrl^ issue price. 
Yesterday, they closed down 
PPiO.90 at FFn49.90. In March. 
Renault unveiled a surprise 41 
per cent decline to FFr2.l4bn in 
1995 net profits. 

Yesterdai''s move raised ques- 
tions about the fixture of the 11-4 
per cent stake in Renault still 


held by Volvo of Sweden follow- 
ing a failed attempt to merge the 
two companies. Analysts said 
Volvo would find it more difficult 
to sell at an acceptable price. 
“We have very clearly stated our 
intention to divest our bolding, 
but we think today’s share price 
is too low," said Mr Per 
Ldjdquist. a Vohro official. 

The government last week 
heffln preparations to sell most 
of its 57 per cent stake in Assur- 
ances Generales de France, one 
of the lai^est French insurers. 
Peogeot chief tougbens stance on 
Valeo sale. Page 17 
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It has a market capitalisation of $32bn yet Cisco is barely known outside its industry 
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"‘Hiere is no substitute for being 
in the ri^t business at the i^t 
time," says Mr John Chambers, 
president and chief executive of 
Cisco Systems. 

For Cisco, the right bosioess is 
the exploding market for data 
netwoiiong equipment, and tiie 
time has been right for the past 
five years. As the leading sup- 
plier of equipment used to link 
the global Inteniet and corporate 
computer networks, Cisco has 
gr o w n from annual revenues of 
S183m in 1991 to almost S2bn in 
fiscal 1995. ended July 30. Sales 
in the first three quarters of 1996, 
at $2.5bn, have surpassed last 
year’s total. 

Quarter after quarter. Cisco 
has delighted Wall Street with 
higher than expected earnings 
growth. Third-quarter results, 
reported last week, were no 
exception. Net income for the 
period jumped B4 per cent to 
S23Qm, or 39 cents a share, on 
sales of 8983m. a 93 per cent 
increase over the same period 
last 3’ear. Gross margins were ^ 
per cent of rerenues. 

Cisco’s share price has climbed 
in unison with its earnings. 
Shares worth SIO.QOO when the 
company went public in 1990. 
wou ld now be worth more than 
2800.000. With a market capitalis- 
ation of more than S32ba. Cisco 
ranks bel^d only Intel and 
Ificrosoft on the Nasdaq. 

However, Cisco is relatively lit- 
tle known outside the high-tech- 
nology industry, perhaps because 
its piquets are complex and its 
technolt^es arcane. But Cisco 
>ia«t played every bit as important 
a role in the g rowt h of interne- 
tworking as companies sudi as 
Netscape Communications and 
Sun Microsystems, which get 
broader recognition. 


‘'We provide tbe plumbing for 
the Inteniet,” evpiaina Mr Cham- 
bers, “the inter^daons for the 
inforatation hi^way”. Cisco has 
supplied more than SO per cent of 
the “rooters" - data traffic direc- 
tors - for Internet links. 

The company is also tbe domi- 
nant supplier of equipment used 
to build ente^rise networks, 
including creating links between 
proprietary IBM-style networks 
and the newer intranets based on 
Internet standards. 

Cisco’s hist(^ echoes that of 
many other Silicon Valley high- 
tech ventures. Founded in 1964 
by two Stanford Um^^rsity aca- 
demics. tbe business grew out of 
a project to link tbe universities 
dtesiTnilar computer networiis in 
the computer sctence department 
anri the business schooL 

The solotion. devised by Mr 
Leonard Bosack and Mrs Sandy 
Lemer. a husband and wife team, 
was a high-speed router that for- 
vraids data firom one computa* to 
another in such a way that the 
data can be read by any kind of 
computer on tbe network. 

It was only when Stanford 
refused to allow the couple to 
build routera for friends at other 
colleges and Silicon Valley com- 
puter companies, that they 
formed Cisco. 

Good fortune and good timing 
may have given Cteco a solid 
start, but tbe compmy's remark- 
able growth record is largely tbe 
result of astute management, 
according to industry analysts. 

"One of the hallmarim of Cisco 
has been the strength of its man- 
agement," says Mr Amar Senan, 
analyst at Volpe, Welty & Co. Mr 
Chambers, who became chief 
executive last year, is a veteran 
of Wang. He took on tbe job frrom 
Mr John Uorgridge, now Cisco 



Japanese groups to invest 
up to Y13bn in Paramount 


Chief price changes yesterday 
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By WUfiam Eiawldns in Tokyo and 
AKee Rawsthom in London 

Corporate Japsm is shopping in 
Hollywood again. Marubeni, the 
trading company, and Toho, the 
largest Japanese film producer, 
have announced plans to invest 
in films produced by the Para- 
mount movie studio. 

The Japanese companies, 
which are already involved in a 
consortium behind Hie Relic, a 
thriller produced by Paramount 
and scheduled for release this 
summer, said they intended to 
invest up to Y13bn ($12Smi over 
the next three years in films pro- 
duced by Paramount, a sub^- 
iary of the Viacom entertainment 
group. 

In return for their investment 
Marubeni and Toho, which pro- 


duces the Japanese series of God- 
riUo films and owns the Tofao- 
Towa film distribution company, 
7^ receive the Jajxuiese distri- 
butloQ, broadcasting and vi^o 
rights for the movies concerned. 

Hie announcement from Maru- 
beni and Toho follows a turbu- 
lent period for the first wave of 
Japanese investors in Hollywood. 
Sony, tbe consumer electronics 
company, paid 83.4bn for the 
Columbia and TriStar studios six 
years ago: this was followed by 
Matsushita's 86.1bn acquisition oS 
the MCA entertainment group a 
year later. Last year the invest- 
ments went sour when Sony 
wrote down the value of Cedum- 
bla-TriStar - admitting that it 
had overpaid for tlw studios - 
and Matsushita sold control of 
MCA to Seagram, the Canadian 


drinks group. 

Marubeni, which has previ- 
ously restricted its film funding 
to Japanese productions, and 
Toho are mote cautious in their 
plans to liaise with Paramount 
They Intend to invest a maxi- 
mum of Y1.5bD in each film, 
which are likely to have total 
budgets of Y4bD to Y6bn. Tbeir 
investment will be divided 
equally between them. 

Tbe deal is intended to help 
Mar ubeni and Tobo purchase the 
Japanese distribution ri^ts to 
US movies which, according to 
Tobo-Towa, have become almost 
prohibitively expeusive. For Par- 
amount, a haison with Marubeni 
and Toho. would form part of tbe 
trend for US movie producers to 
find new sources of fimding for 
increasingly costly productions. 


T&N hit by asbestos appeal 
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By Thn Burt in London 

T&N, the UR engineering group, 
yesterday admitted that attempts 
to cap its asbestos liabilities had 
suffered a setback in tbe US 
courts. 

Shares in tbe former asbestos 
producer fell 12p to 163p. 

Three US appeal judges have 
ruled that a so^ialled “Georgine” 
settlement - in which 20 asbratos 
companies agreed fixed compen- 
sation payments for asbestos vic- 
tims - ffliiwi to meet the criteria 
of a class action. 

T&N had hoped the settlement 
would reduce its exposure to per- 
sonal iiyury claims in the US. 
where it has paid more than 
£300m (S453m) in legal settle- 
ments during tbe past 10 years. 

However, judges on the US 


appeal court's Third Circuit have 
decided that the comp^es fafled 
to give adequate notice of the 
fixed conqpeiisation s^tems com- 
ing into force. Moreover, they 
ruled that the variety of compen- 
sation claims anri different medi- 
cal conditions among victims 
meant the systems would not 
constitute a class settlement. 

The decision foUows a six- 
month appeal by lawyers acting 
for personal Injiny claimants. 

T&N described the ruling as a 
blow, but said the Center for 
Claims Resolution - representing 
the companies - would probably 
appeal Hiat could take up to six 
mouths and tbe case could end 
up before the Supreme Court 

When tbe class action was first 
agreed in 1994, T&N predicted it 
would lead to a gradual reduction 


in asbestos-related provisions - 
which have under min ed its profit 
grow'th in recent years. However, 
yesterday it said; "Tbe rate of 
decline in new claims could slow 
aver tbe next three years.” 

in 1994, tbe conq^y made a 
surprise ElOOm provision to meet 
Mgimji from asbestos victims who 
opted out of tbe Geoigme settle- 
meot That led to asbestos-related 
charges of £140m in 1994. falling 
to £51.3m last year. T&N is expec- 
ted to set aside a further E50m 
this year and next Despite the 
latest ruling, it said the provi- 
sions would provide more than 
enough cover for all existing 
claimants. 

T&N has long regarded the 
asbestos legacy as a diversion 
from its ongoing engineering 
activities. 
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chairman and previously of 
HoneyweU, Stratus Computers 
and Grid Systems. Both execu- 
tives have seen high-tech compa- 
nies grow, only to falter. Ttey 
are well aware of the danger of 
failing to keep pace with technol- 
ogy change, »»»d hubris that 
can blind a successfril company 
to potential pitfalls. 

In contrast, Cisco has been 
swift to adapt to new tronds in 
the fast-changing field of net- 
working technology. “We have no 
technology religion." says Mr 
Chambers, "we provide wlmtever 
technology tbe customer wants." 

When Cisco's routers began to 
face competition from swttdiee. 
an alternative approach to net- 
work control, for example, the 
company moved quickly to 
broaden its product line through 
acquisitions. 

"Routers are to Cisco what 
mainframes are to IBM - both 
companies are the beDwetbeis in 
tbeir respective markets and 
derive tbe bulk of their revenues 
frvm these products," says Mr 
Senan. "While IBM was slw to 
realise tbe impact of personal 
computers on its mainfrxune busi- 
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ness, Cisco readily embraced 
switching." 

Sales of local area network 
switches, used to speed up the 
delivery of data frtm one com- 
puter to another on an office net- 
work. represent about 30 per cent 
of Cisco's revenues and tbe com- 
pany holds a 3540 per cent share 
in a market that is expected to 
grow to about SlObn by 1999. 

Cisco's next st^ will be into 
tbe field of wide area netwoik 
switch^ through its pending 
acquisition of StrataCom, in a 
sto^ swap valued at about $4bn. 
StrataCom. another Silicon Val- 
ley company, is tbe leading pro- 
ducer of switdiing equipment for 
higb-q>eed data networks. 

Tbe acquisition will further 
broaden Cisco's product line and 
place it in pole position to 
address tbe pressing challenge of 
rebuilding the Internet to handle 
a growing volaine of data traffic. 

"Our role," says Mr Chambers, 
"is to expand the size of the inter- 
sections to ensure that there are 
no traffic jams." 

S S S S S B 


John Chamtem 
President and chief executive 


The StrataCom purchase, 
which is Mtpnpipd to close in the 
current quarter, is the latest in a 
series of 10 acquisitions that 
Cisco has made over the past 
three years. "The conventional 
wisdom is that half of all acquisi- 
tions in tbe high-technology 
industry fail," be acknowled^. 
“but we feel we are reversing 
conventional wisdom." 

Critical to tbe success of an 
acquisition, be says, is that it 
must produce a ’’short-term win". 
"In this industry we measure life 
in dog years. We cram seven i 
years into every year ... tbe pace 
is unbelievable. Unless a meiger 
shows results very quickly, peo- 
ple lose interest" 

While mergers and acquisitioiis 
usually lead to lay-o£fk. Cisco 
expects none. "We have 600 job 
openings and StrataCom has 
100,” says Mr Chambers. Keeping 
pace with tbe rapid growth of its 
maAets is Cisco's bluest chal- 
lenge. 

Louise Keboe 

I S Z S S S ^ 
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By Tom Bums in Madrid 

Spain’s new centre-right 
government is to sell its 10 per 
cent stake in Repsol. the energy, 
gas and chemic^ group, at tte 
earliest opportunity. 

Tbe industry ministry also said 
yesterday that Endesa, the highly 
profitable electricity generator 
u’hich is 66 per cent state-owned, 
tvould be privatis^ in a series of 
tranches as a sin^e unit thereby 
squashing market rumours that 
it would be broken up before dis- 
posal 

Tbe statement tbo first decla- 
ration of intent by the new gov- 
ernment of its privatisation pol- 
icy, said the creation of a 
privatisation office was under 
consideration in order to channel 
the sale of state-owned equity. 

The sale of Repsol shares, via a 
market placement, cannot take 
place before Febru^ next year, 
according to the l2-moDth lock- 
out period that was written into 
the offer document last February 
when the government globally 
offered 11 per cent of its stake in 
the energy company. That dis- 
posal. which was sfron^y over- 
subscribed, raised $l.lin. 

Along with the sale of Repsol. 
the government said it would sen 
the 3 per cent stake it holds in 
Gas Natural, the maior domestic 
gas distributor which is 45 per 
cent owned by RepsoL 

Endesa, which ^ consistently 
shown double-digit earnings 
growth, could in theory tap the 
markets ahead of RepsoL 

In an indication that the gov- 
ernment believed Endesa to be 
worth more than the some of its 
parts, the statement discounted 
expet^tions that ^ parent com- 
pany would sell off separately the 
stakes that Endesa bolds in pri- 
vate sector utilities, notably a 
continuing shareholding in SevU- 
lana de Electriddad, tbe genera- 
tor servings southern Spain. 

The statement said that over 
tbe next four years tbe govern- 
ment intended to pull out of com- 
pames in other mdustrial sectors. 
These would include tbe state- 
owned. and strongly state-subsi- 
dised. international airline Iberia 
and the domestic carrier Aviaeo. 
However, various privatisation 
procedures could be employed for 
projected disposals. 

A series of other blue-chip 
Spanish companies such as Tele- 
fOnica, the telecoms operator, 
and Argentaria, the banking 
group, are controlled by the 
fiTianftA ministry and are there- 
fore subject to a separate deci- 
sion making process. 
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Sheffield Forgemasters 


£70,000,000 

Secondary Buy-Out 


New equity led and structured by 

Nat West Ventures 


Institutional equity provided by 

NatWest Ventures Schroder Ventures 


Senior debt facility provided by 

Bank of Scotland 
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Repsol boosts first-quarter profits by 8% 
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By Tom Bums in Madrid 

Repsol. the Spanish oil, gas 
and chemicals group which is 
a candidate for full privatisa- 
tion, lifted its first-quarter net 
profits after minorities by 8 
cent to Pta35.4bn <$277.9m). in 
line with estimates. 

The group said it would pro- 
pose a toUd gross dividend of 
PtalTl a share. 22 per cent up 
on last year’s pa>’ment. 

Singly depressed income 
from its ^emical division, and 
the strength of the p^eta, 
which hit the group's actives 


across the board, were offeet 
by Increased Brmt crude oil 
prices and higbpr international 

npRning margins 

The three-month result fol- 
lows significant changes in 
Repsol’s shareholding struc- 
ture. and comes at a time of 
coiEiderable speculation over a 
top-level sh^e-up for the 
groiQ) following the formation 
of a new centre-right govern- 
ment ibis mnnth_ 

Mr Oscar Fanjul the ener- 
getic r-hntnp fln who lias buUt 
up Repsol's profile since the 
1960 b and engineered a series 


of successful disposals of gov- 
ernment-held equity in the 
group, was ai^inted by the 
previous Socialist party admin- 
istration. He epnid now be 
forced to stand down in favour 
of a new chi^ esecutive nomi- 
nated by the ruling Popular 
party. 

Although Mr Fanjul has con- 
sistently advocated the sell-ofi 
of state-held equity - Sepi, the 
industry miuistiT’s holding 
company, in February reduced 
its 21 per cent stake m Repsol 
to 10 per cent - the new gov- 
ernment is likely to seek some- 


body asodated with the Popu- 
lar party to complete the priva- 
tisation ispcess. 

The pc»sible changeover is 
viewed with some trepidation 
by analysts, who ^ve admired 
Mr PaZiinl'S vnanflgwnftnt Style 
and the strategy -he has 
mapped out They say Mr Fan- 
jul's removal could unsettle 
shareholders, such as US pen- 
sion funds which t(«ether own 
2S per cent of Repsol, and tem- 
poivily damage Repsol's share 
price. 

Mr FanJol appears to have 
the sufgxjrt of a hard core of 


Bondi defends Montedison structure 


By Andrew MR 
In MBan 

The chief e:cecutive of 
Montedison yesterdaj' defended 
the structure of the Italian 
agribusiness, chemicals and 
energy group against one 
important sbveholder’s pro- 
po^ that the company shoold 
be broken up. 

Mr Enrico Bondi, who is also 
chief executive of Femizzi Fin- 
anziaria (Ferfin), Montedison’s 
largest shareholder, told a 
meeting of analysts that the 
group's strncture ‘represented 
a well-balanced portfolio and 
offered numerous possibilities 
for espansion”. 

Montedison's shares rose 
nearly 3.S per cent yesterday 
after the publication of leaked 


extracts from a letter to Mr 
Luifp Lucchini, Montedison's 
ffhairman, from MT LUiCa Pad- 
nIH , an ThiKan ffnanrier who 
runs Codelouf&Co. Codelonf, 
a Gibraltar-registered fund, 
owns about 4 per cent of Mont- 
edison. 

In the letter. Mr FadnOi says 
a gradual brWtk-up of Monte^- 
son Into Edison, the quoted 
energy subsidiary. Eridania 
Bdghin-Say. the Paris-quoted 
agribusiness group, and Antabi- 
oticos, the pharmaceuticals 
operatioii, would create more 
value for shareholders. The 
remaining chemicals and engi- 
neering operations would stay 
under Montedison's ooniioL 

Mr Padulli also criticised the 
fret that Ferfin owned only 32 
per cent of Montedison but 


management of the two 
were almost IdenticaL 

Mr Bondi saM the decisions 
of recent Montedison share- 
holder me^lngs. t2ie I9f0 
restructuring plan aimed at 
resening Fei^ and Montedi- 
son from the afienna-th of mis- 
management and corruption, 
had gone “in tlm direction of 
prestfvlng the eristing group 
structure*'. 

Yesterday’s meeting and the 
Codeloof letter set the scene 
for what could he a stormy 
Montedison shareholder assem- 
bly on June 12 or IS. 

Mr Massmm Fortuzzi, invest- 
ment maiiager for Pinanza & 
Future, a large Italian fund 
management group, warned 
Bondi yesterday that un^r- 
tainty about last star’s Super- 


flftwina pUtt fttill rasting a 

“baleful shadow" over Mont- 
edison's share price. The plan 
aimed to merge Ferfin with 
Gemina. the Italian investment 
company. It was shelved last 
year after Gemina subsidiaries 
hit finanrial difficulties. 

fri r^y, Mr Bondi said the 
SnperGemina plan would not 
be retabled, adding that there 
were no plans to merge Feirfin 
and Montedison. 

Finanza & Future is con- 
trolled by Deutsche Bank and 
owns about 2 per cent of Mont- 
edison. Mr FortDDi and other 
fund managers have promised 
to speak out in annual meet- 
ingt against those Ttaiian com- 
panies which seem to vrithhold 
information or discriminate 
between shareholders. 


shareholders in the group 
formed by Banco Bilbao Viz- 
caya, the domestic banking 
group. Pemex, the Mexican oil 
group, and La naitfl , the domi- 
nant domestic savings bank. In 
the past two months La Caixa 
has spent some Pta67bn on 5 
per cent of Rqisol, a similar 
stake to those held ^ BBV and 
by Pemex. 

The government, however. 
Temains the biggest individnai 
shareholder thou^ the 10 per 
cent owned by Sepi, and it con- 
tinues to have the final word 
on who runs RepsoL 


Montedison 

Share prise rsiBtiva to the 
Cerret index 

loot 


Jan isse May 
SewserFTBad 

One key to whether Code- 
louf s proposal gets any further 
will be the attire of Medio- 
banca. the Milan merchant 
bank whidi owns nearly 4 per 
cent of Montedison master- 
minded the StqierGemina plan 
Page 14 


Unibank to acquire ABB’s 
stockbroking subsidiary 


Launch and start-up costs 
hit earnings at Ford-Werke 


By Hilary Bames in Copereiagen 

Unibank, the Danish hank, is to acquire 
ABB Aros. the stockbrokii% subsidiary 
of Asea Brown Boveri, the large Swiss- 
Swedish ec^neering group, to fonn a 
new Nordic investment bank. 

Aros has subsidiaries in Sweden. 
Oslo. Helsinki and New York with a 
total staff of 104. Unibank plans to 
merge the Aros units into its own share 
trading, merger and acquisition and 
corporate finance operations to form a 
division with 225 st^. 

This win put it in line with some of 
the other large Nondic broking com^- 
nies, such as Alfred Berg and Canine. 
“The acquisttioD of .Aros is an impor- 
tant step forward in the development of 
our Nordic strategy*." said Air ThorkQ 
Krarup, Unibank chief executive. 


“It is no secret that we took the ini- 
tiative for this deal Aros is the perfect 
fit for us. with its strength in equities 
tzadiog in Sweden anH Finland, while 
we are strong in Copenhagen and 
Oslo," Mr Wrariip Unibank 
ABB have agreed not to disclose any 
fizmncla] details concerning the sale of 
Aros. 

Unibank yesterday announced a 
series of organisation changes designed 
to improve head-office efficiency. 

One consolidates equities trading and 
research with equity issues and M&A 
business, including Aros. The unit wiD 
be mana^ by Mr Peter Lybecker, pre- 
viously head of Unibank's finance 
department, and Mr Ridiard Mootgom- 
ery, who until now has been business 
area manager for ABB’s stockbroking 
and investment management activities. 


Ford-Werke, the German subsidiary of 
the second biggest US cannaker. has 
suffered a sharp fall in net pra^ to 
DM270.Sm ($177.4m) in 1995 fr^m 
DM676.2m a vku earlier, reports AFX 
News frmn Cologne. 

Mr Albert Caspers, chairman, blamed 
the decline on tbe cost of the company's 
product offensive. “In one year, we 
to overcome the market launch and 
start-up costs of tbe Scorpio, Escort, 
Fiesta and Galaxy models, as well as 
the new Zetec-SE generation of 
engines,“ Mr Caspers said. 

He said aithoo^ the company largely 
offset these costs through bi ghar vol- 
mnes and cost-cutting, it was unable to 
further compensate for the native 
effects of exchange rate Ductnations. 

In the first four months of IW, Ford 
Ws-ke had sales of DM9.4bn. up from 


DMS.Bbn earlier. Unit sales in tbe 
period were 405,000, up 9.2 per cent 
from 371.000 a year earlier, with ceports 
climbing 10.6 per cent to 250,000 from 
226,000. Production slipped 3 per cent to 
357,000 units from 368,000. 

Ford-Werke said in its annua) r^rt 
that it expected higher sales and output 
in 1996 compared with 1995, when the it 
recorded unit sales of LOim and output 
of 988321 vehicles. Mr Caspers said the 
company aimed to expand its market 
share in 1996. “After a promising start 
to the year, I am confident that we will 
achieve our 1996 targets," he added. 

In the first four months. Ford-Werke 
raised its domestic car market share to 
118 per cent frmn U.7 per cent a year 
earlier. In 1995, it boMted domestic 
market share by U percentage points 
to 1L3 per cent 
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Skandia registers 
strong growth 

gbartriifl , Sweden's biggest insurancff group, more than 
doubled first-quarter profits, ftmn SKrlTfrn a yea ragoto . 
SKr350m ($5L6m). The increase was driven by mproe^ents 
in life insurance and savings-Unked operations. Mr Bioni . 

Wolrath. chief executive, said there had teM a strong . 
improvement in business in the UK and US compared with the 
game stage l^t year. # n - 

Non-life insurance and reinsurance premium income frU 
from SKrtbn to SKrTbn because of a US divestment ^ 
currency changes. Life and savings-linked preminm mccm . 
however, jumped from SKr6.4bn to SEr7.7bn, to raise total 
Dremium incoine from SKrl4.4hn to SKrl4.7bn. 

Hugh Cantegy, SUjwtabn 

Allergan merger talks dropped 

Thlks on a $23bn merger between Riarmada & Upjohn and 
Allergan, the CaUfnmian eye and skin care prodnete company, 
have been abandoned. Allergan said the talks bad urv dlvw a 
possible share-for-share merger with a ‘liooliz^ of interest” 
accounting treatment. It said tbe pooling treatment was *^x)t - 
feasible to Alleigan", without elaborating. 

Pharmacia & Upjohn, which refused to comment on the ■ 

ending of talks, was formed in 1995 by a friendly merge r of i ts 
Swedish and US parents. Mr Joim Zabriskle, chief executive,' ' - 
has said that one of the advantages of the friendly mergs w^ - 
that the new c o m pany had not been saddled with debt and* 
was therefore free to make acquisitions. But the company is in 
effect prevented fi*om mairing significant disposals becanse of 
tax charges that would be triggered; the structure of the 
friendly merger avoided incurring goodwill and tax charges. 

DtadelQnm 

\ Tryg-Baltica to raise DKr2.5ba 

i Tryg-Baltica, which became Denmark's largest insurance 
I company last year after acquiring most of the non-life assets 
of the Baltica group, is to sell 4m shares, about 20 per cent of - 
' its share capital The shares, with a free value of DKz20 each. * , 
will be offered for sale throuj^ the book-hmlding method with 
an indicative price of DKr2@-DRr300 which could raise up 
to DRr23ha ($425m).Tbe offer will be open from May 20 to 
June 3. HUary Bames, O^enhagen , 

Rain helps Spain’s Iberdrola 

Abundant rainfall helped Iberdrola, Spain’s leading 
private-sector electricity utility, achieve a 14 per cent rise in 
first-quarter consolidated net profit to Pta34.011m ($267m).-Tbe ^ 
gain was partly due to a shift to cheem hydroelectric 
production, which rose 146 per cent on the same quarter last 
year, when Spain was still in the throes of a fivo-year droi^t. 
Group tumov^ rose 2 per cent to Pta2l8.05biL 
The profit rise also reflected lower debt-servlclDg costs, with 
group debt declining by Ptal23bn from the Ptal,473bn level at 
the end of last year. Pre-tax earnings were 20 per cent up at 
Pta49.92bn, while operating profits were 18 per cent up at 
Pta74.79bn. David Write, Madrid 

AGF offer oversubscribed 

The French ministry of finance indicated yesterday that tbe 
3S.6m shares of AGF, the Riench insurer, offered to investors 
was ISO per cent subscribed during the first week since the 
offer opened. wHh 90 per cent of the allocation taken by 
foreign institutions. ITie govranment has announced approval 
for the sale of most of its stake, representing 45 per cent cf the 
equity. Amfrem Jade. Paris 
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Performance 1995 * 

■ 80.000 commitments totalling^ore than DM 42.7 

k-ii- ; e 


80,000 commitmci 
billion I 

DM 272 billion in 1 


B DM 27^ billion in investni^ finance fir theGerman 
econoi^y, of which DM 36.9.^niioa was'for the 
eastennisnder •** 

•f OM 13.5 billion for irwdiwp-stzed enterprises. 
.■ thus securing and creating WOOO jobs 

- DM afi billion far the modemgation and renovation 
: of rrew than 600.000 homes ir^' the neW Lander 

a PM ICTJ billion in ex port and project finance 

■ Dm 54 bWlion for the promotion df develop ing 

countries " 

•'V. 

■ Advisory Services for the trafeition countries of 
Central and Eastern Europ e on behalf of the Federal 
Government 

• ' 

*. '.y 

- v PW 

Lbaris . : 4.V. . .V* . DM 225.4 tHlIioh 

Capit^ and reserves . . .‘:l . . . . :J. . DM &9 bHUtm 

inoDTOv . . ... . J i . l.f, .s . . . DM 451 miUion 

Employea. 

Promotional Programmes 1 996 

Cunent challenges in Germany - investment and jobs - 
are being met by KfW measures to enhance growtii arn}' 
increase employment 

■ Venture capital (for innovative small and medium- 
sized enterprises) 

■ Liquidity aid loans to enterprises for bridging finan- 
cial bottleneck situations 

■ Loan programme for municipal infrastructure mrasures 

- ranging from waste disposal and transport pro- 
jects to water supply 

■ Loans for energy saving measures in residential 
buildings in the old Lander 
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fur Wiederaufbau 
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Tbe Management Board of PLIVA d.d. at its meeting held on 9 May 1996 has convened a meeting of the 

GENERAL ASSEMBLY 


P)PLIVA 


to be held at 1 p.m. on 28 June 1996. PLTVA's registered office is at Ulica grada Vnkovara 49, Zagreb, Croatia. 

The meeting of tbe General Assembly shall take place 
at Ttg Stjepana Radiga 4 (in tbe Concen Hali “Viuroslav Usinski") Zagreb, Croatia. 


AGENDA 

1. Pnrscnrattoa of Wnanriai repoits for ibe year 1995: 
fr) Report of the Maiiageaiem Board; 

(b) Rq^oct or die Supetrisory Board. 

2. AppropriadoD of proOt for tbe year 1 995. 

3. AppronU of the icdvlties of the Managemeot Boani and the 
Superdaoiy Board. 

DRAFT RESOUmONS TO BE DISCUSSED AT THE MEEriNG 
The Management Board and tbe Supervisory Board of PUVA d.d. 
propose CO tbe General Assembly that tbe following resoludoas 
be considered: 

1 . The reports for the year 1995 presented by tbe Management 
Board and tbe Supervisory Board be adopted. 

2. The ptoflt realised In the Bnancial year 1995 In die amount 
of HRK 229,066,987.47 Caftcr tas), shall be appropriated as 
follows as a dividend ,to relevant shareholders and as 
retained profit. 

The dlvideiMl to be distributed to relevant shareholders in the 
amount of HRK 114,500,000.00 C'vhiA equals HRK 235.30 

per eadi share) has already been paid to the shareholders (on 
tbe register on 9 April 1996) as an interim dividend, and no 
odier fintber ettvideod ^ball be paid in tespect of 1995. 

Tbe amount of HRK 114.566,987.47 shall be credited to 
reserves as a retained profit 

3. tbe acts of the Management Board and the Supervisory 
Board are approved. 

CONDITIONS FOR PARTiaRAnON AT THE MEEHNO OF THE 
GENERAL ASSEMBLY AND RIGHT TO VOTE 
Sfaaiehtridcrs of PUVA (Ld. «han be entitied to attend and vote at 
the General Assembly provided rhaf- 

■ they deposit their Share Certificates until the end of the 
' General Assemt^ with the Company's Share Office' at Prilaz 
barnoa Filiponca 25. Zag^ Croatia by ISJune 1996 (the Share 
Office Is open every business day excluding Sanud^ from 9 
a.ni. 1 p.ni.), or with a public notary and ddrrer the edevaot 
certificate of the public notary to the Company's Share Office in 
Zagreb, by ISJune 1996; 

- they lodge tbeir appllcacioa for parddpxtioa at the 
Genetal Assembly with ihe Company’s Share Office at Prilaz 


banma Filipovica 25, Zagreb. Croatia by ISjune 1996 at the bl- 
est. Forms of application are available from the office PUVA 

Limited at Hedges House. 153-153 Regent Street, London WIR 
7FD, Great BriiairL 

Holders of Global Depositary Receipts (GDSs) wfil have no 
voting rights with respect ro tbe Deposited Shares (as defined in 
the terms and conditions endorsed on eadi GDR certificate). 
The Depositary (Bankers Trust Company) will exercise any vot- 
ing rights in respect of tbe Deposited Shares in accoidance with 
Condition 12 of the CDRs. Shares which have been withdrawn 
from the depositary Acility and uansferred on PUVA's icsbcer 
of members ro a person ocher than the Depositary or its nomi- 
nee may be voted by the holders thereof. 

Shareholders are entitled to appoint proxies. Proxies need 
to be appointed by a valid power of attorney granted by the 
shareholder or In the case of a corporate shareholder a duly 
appointed reptesentative in accordance with the provisions of 
Ardde 1 1 of the Articles of AssociatloiL Appointments of prox- 
ies need to be deposited with the Company's Share Office at 
Prilaz baruna Fnipovlca 25. Zagreb. CroaUa by 18 June 1996. 
Forms of proxy are available from tbe Company's »iaie Office at 

die above address or from the offices of PUVA Limited at Hedges 

House. 153-155 Regent Street, London WIR 7FD. Great Britain. 

Copies ofthe reports leferred to In item 1 of the Agenda can 
be obtained from the Company's Share Office at Prilaz banma 
FOipovicx 25, Zigreb. Croaib or the office of PUVA at 

Hedges House, 153-155 Regent Street. London WIR 7PD, Great 
' Britain. 

Copies of [be service contracts of tbe members of tbe 
Management Board are available for inspection at PUVA's t^fr- 
tered office during normal business hours on any huf jnr w day 

(exduding Saturdays) and will be at the place of the meeting of 

the Get^ Assembly from 15 minutes prior to and during the 

meeting. 

Should the meeting of the General Assembly of 28 June 1996 
be postponed due to the lads of the quorum set out by the 
Artides of Association, the reconvened meeting .-dian be held at 
the same place at 1 p.m. on 12 July 1996 . 

Zagreb 9 May 1996 
PUVAdLd. 
The Management Board 
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Peugeot chief 

toughens stance 
on Valeo sale 


COMPANIES AND FINANCE: EUROPE 


Bjr D»rid Owen and Haig 
Simonian in Paris 

Mr Jacques Calvet, head of 
France’s Peugeot-Citro^n car 
^up. i-esterday hardened his 
threat to remove the compa> 
ay’s business from Valeo, the 
French car components group, 
if it fell into foreign hawHc 

He said he was “completely 
decided" that he would not 
renew parts contracts with 
Valeo if it was bought by for- 
eigners. “What worries me and 
other coUeagues is to see one 
of EVance’s big equipment 
makers pass into US amtral.’' 
be said. 

His comments followed a 
renewed sui^ in Valeo’s share 
price on the back of reports 
that two US companies were 
interested in buying it. The 
shares closed in Paris at 
FFr29L40. up FFrS.BO, or 3.5 
per cent. This compared with a 
fall of 0.66 per cent, to 2.100.85. 
in the benchmark CAC-40 
index. 

The reports suggested that 
Mr Carlo De Benedetti - who 
owns a strat^c 27.7 per cent 
stake in Valeo through Cerus, 
his French hnMmg company - 
had been approached by Del- 
phi. the components arm of 
General Motors, and TRW, the 
big US aerospace and compo- 
nents group. 

Neither company would con- 
Grm it was in negotiations 


with the Ttflitan industrialist. 
“There is really nothing we 
can say." said Ms Frederiqne 
Le Greves, a Delphi oHicial. 
IRW said it did not comment 
on specoiation. 

Mr Calvet said his views 
were shared by Mr Louis 
Schweitzer, rhah^an of 1^- 
ault - Peugeot-CitFoSn's arch 
rival and Mr Ferdinand Piech, 
bead of Germany's Volkswa- 
gen. Together the three compa- 
nies account for more than 40 
per cent of Valeo's sales. 

"I don't know bow you can 
buy a company in wU^ cli- 
ents accounting for *10 per cent 
of the sales saj* ‘we trill no 
longer work with you'," he 
said. 

Mr Calvet justified his hostil- 
ity to a US takeover on the 
grounds this would lead to 
excessive US influence in the 
European motor industry. 
“The Americans are in the prc^ 
cess of takmg a dominant posi- 
tion in Europe,’’ he said. 

In addition, he said, the rela- 
tionship between carmakers 
and th^ suppliers had become 
increasin^y dose. This meamt 
that mutual trust was indis- 
pensable. It is very difficult to 
trust a company that is owned 
by a competitor.’' he said. 

Mr Calvet said be wanted to 
find a French solution to the 
problem of Valeo’s future, 
lliere were sure to be potential 
French buyers, he said. 


Amexco and Accor 
sign pay-card deal 


By Andr e w Jack 
in Paris 

American Express of the US 
and Accor, the French-based 
hotels and leisure group, yes- 
terday signed an agreement 
covering a co-bnmded payment 
card, which will be launched 
later this year. 

The card is the latest In a 
series of co-operation deals 
American Express has COU' 
duded with other groups. Its 
laigdi to date is with Ddta 
.Mriines of the U& 

Customers in nearly all of 
Accor’s hotel chains - indud- 
ing Motel 6, Novotel. SoGtel 
aztd Ibis - as well as its restau- 
rants and other businesses will 
be able to pay using the 
and earn points towards ^Rs 
or travd. 

The Accor card win initially 
be available within France to 
French dtizens from Septem- 
ber year, and subsequent 
launched in 1997 in Australia, 
R eigium, the Netiierlands, the 
UK and Germany. Initially, it 
will simply be a pa^nent card, 
but the groups are discussing a 
credit card option. 

Speaking at the launch in 
Paris yesterday, Mr Harvey 
Golub, chaiiman of American 
Express, said: “We were not 
originally convinced of the 
idea of co-branding. We now 
have the belief of the con- 


verted." He said co-branded 
cards helped generate cus- 
tomer loyalty, anH that card- 
holding clients bsti , on aver- 
age, doubled wnnnal esQKndi- 
ture with its partners in the 
US. '[he gn^ b^sn offering 
rewards on its cards in the US 
in 1969. 

Mr Raul Duhnile, joint chair- 
man of Accor, said Us graiQi 
had inng been searching for a 
way to associate more clo^y 
its individual branded busi- 
nesses and the Accor group, to 
make the bolding company 
name “something other 
just a share on tiie stock 
maiket". 

Mr Gohib reused to specify 
the nature of the Rnanriai rela- 
tionship between American 
Express and Accor, but said it 
“rqiresents an appropriate bal- 
ance of value" for the two 
groups. 

He Mid his group planned to 
sign co-branding deals with 
other business partiieis, and 
did not rule out nmiiar accords 
with rival hotel groups in dif- 
ferent countries and time 
zones. 

One Accor subsidiary, Carl- 
son Wagonlit, a travel agency, 
will be excluded from the co- 
branding agreement It has a 
partnership with Household, a 
US ccmsumer credit company, 
which Is affiliated with 
Mastercard. 


BBV sets 
expansion 
sights on 
Mexico 

By Tom Bums fai Madrid 

Banco Bilbao Vizcaya is 
preparing to concentrate its 
Latin American investment 
drive on Mexico after estab- 
lishing a solid base la Pern, 
officials of the Spanish bank 
said in Madrid yerierday. 

Mnico, where BBV controls 
Probnrsa, the coantry’s 
twelfth'largest banking con- 
cern, will be the chief target of 
funds totalling $2bn over the 
next fonr years that BBV has 
earmarked for Latin America. 

BBV followed up its Slllm 
pnrdiase of Banco Continents] 
in Pern last year with a SSSOm 
investment in Probnrsa, rais- 
ing its stake from 20 per cent 
to 70 pm* cent Ihe $2bn set 
aside by BBV for lAtin Amer- 
ica soggesis that similar 
acquisitions are in the pipe- 
line. 

BBV Is Spam’s biggest finan- 
cial institation In terms of 
stock market capitalisation, 
and its bnllishness over Latin 
America is fnelled by the con- 
tribnticMis that both Continen- 
tal and Probnrsa made to the 
impressive consolidated first- 
quarter profits it posted last 
month. 

It raised its consolidated net 
profits by 19.3 per cent to 
SlS7.Sm against the first three 
months of 1995, and ana^sts 
believe BBV now has the bal- 
ance sheet stmgth to step up 
its assressive strategy tn lAtin 
I America. 

I BBV says it is above target 
' in its so-called “1,000-day 
plan” to achieve double-digit 
growth in earnings per share 
and divideDds throngh to 1997. 

Ihe chief thrnst erf Hs plans 
for fifexico is to increase the 
nmnber of branches that Pro- 
bnrsa operates from 150 to 600 
and to doable Hs presence in 
the coontry, where Probnrsa 
accounts fm* 3 per cent of the 
financial system. The expan- 
sion is likely to be throngh the 
acquisition of a Mmran hank 
network and its sabseqnent 
merger with Probnrsa. 

BBV is also stodytng Chile, 
where H has mxly a token pres- 
sice. Banco Santander, whidi 
has also invested strong in 
Pern and Mexico and is BBVs 
main rival in domestic Span- 
ish banking, last month spent 
S493m in a deal that bron^t it 
control of Banco Osomo, 
Chile's higgest financial insti- 
tntion. 

• First-quarter gronp net 
profit of Cia Espafiola de 
Petroleos (Cepsa), gain's larg- 
est private oil refiner, fell 8.5 
per cent to Pta4.62iu ($36m) 
from Pta5.05bn in the same 
period in 1995, AP-DJ reports 
from Madrid. 

Cepsa blamed the sni^g 
price of crude oil and govern- 
ment limits on the sale price 
of petrolenm products in Spain 
for squeezing profits. 

The group said the mcrease 
tn international petrolenm 
prices, which has seen Brent 
crude oil reach about 523 a 
brnrel. had not been reflected 
in the domestic market 
because of govenmmt restric- 
tions on the iMwmnin retail 
prices of petroL 
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Spanish banks shake up Peruvian conquests 

BBV and Santander have put their stamp on local acquisitions, writes Sally Bowen 


P eru has become the lat- 
est battleground for 
Spain's two heavyweight 
banks, Santander and Buco 
Bilbao Ifizcaya. Both have 
bought into the local system 
durii^ the past year, and are 
shaking up Peru's stiud finan- 
cial market as tl^y vie for 
well-heeled elieiHs. 

Suddenly, Lima's marble 
banking halls have been 
transformed in the race to win 
deposits. Shiny new cars tied 
up with ribbons wait to be 
r^ed and colourful pc^rs 
advertise Caribbean holidays 
to be worL 

BBV, in association with 
Peru’s Brescia group, acquired 
the former stateou^ Banco 
Continental at auction in Api^ 
1996. Results so far from its 
widely-publicised “Superdepos- 
ito" scheme are impressive. 
Continental, ranked third 
among Peru's 23 banks, claims 
it has won 50,000 new clients 
since the start of the year. 

■ Deposits average times the 
$2,500 m inimum required for 
the Superdeposito scheme’s 
8 per cent a year in dollars, or 
IS per cent in Peruvian 
soles. 

“'Ibe Superdeposito has been 
our chief engine of growth." 
says Mr Josd Carlos Pl^ gen- 
manager in Peru for B^co 
Omtlnental. By the end of the 
first quarter, deposits stood at 
4.dbn soles ($1.8hn), boosting 
Continental's maritet share to 
16 per cent, from 15 per cent in 
January. 

New clients are from npper 
income groups. Deposits are 
<«ntning both from reverse c^- 
tal fli^t (interest rates are bet- 
ter than well-to-do Peruvians 
fan get in Miami ) and from 
“under the mattress", bank 
offldals say. 

As Spain’s leading retail 
bank, BBV believes h has a lot 
to (^er the ralatively unsopMs- 


tieated Peruvian market. Its 
large 1995 profits - around 
Sl.Sbn net - “gave us an 
obvious capacity to take up 
new investments", Mr Pla says. 

Together with its local 
partners, BBV offered $167m 
cash plus $6Qm in debt paper 
for Continental, easily' 
outbidding rival Santander. 
Although the state-owned 
Peruvian group had been 
slimmed do^ before privatisa- 
tion, the new owners spent 
most of 1995 in cMnprehensive 
reor^nisatioa 

year, they will invest 
$2Sm in stateH>f-tbe-ait technol- 
ogy, remodelling offices and 
launching a new corporate 
image. 

"We haven’t spent so mudi 
when you compare it with 
what another bank recently 
paid to enter the xnar- 

ket." says Mr Pla in a thinly- 
veiled rkerence to the $49Sm 
Banco Santander spent last 
month to merge with Banco 
Osomo of Chile , a deal that 
created Chile's largest finan- 
cial institution. 

Having been outbid for Con- 
tinental. Banco Santander 
entered Pern by an alternative 
route. 

Late last year it pmd almost 
$90m for two medium-sized 
local banks, MercantU and 
Interandino, merging the two 
under the name Banco San- 
tander del Peru on February 1. 
The parent bank has sub- 
scribed to a S6Sm capital 
increase, giving “plenty of 
room to grow this year", says 
Mr Oscar von Chrismar, gen- 
ial manager for Peru. 

Acquiring Interandino (for- 
merly the Bank of America's 
Peru branch) immediately gave 
Santander a portfolio of lead- 
ing corporate clients. The 
bank’s strata for this first 
year is to “get the house in 
ordK, establish a good tMm 
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and improve the ratio of om- 
doe loans, which are still high 
across the Pennian system". 
Mr von Chrismar says. 

Santander's acquisitions 
made it Peru’s sixth-ranked 
bank (ahhougfa it is numter 
fonr in capital). Its immediate 
impact on the market has been 
striking: A couple of mnnthg 
ago, it launched, with 
great fanfare, a mortage 
loan scheme dubbed Hiper- 
hipoteca. 

F or most Peruvians, 
mortgages are almost 
unknown. Santander’s 
oSier of fixed-rate loans at 13B 
per cent for up to 15 years 
looks attractive to many. 

The Hiperhipoteca has 
enticed 16J)00 potmtial clients 
in three months. So far, $6m 
has been lent The target for 


1996 alone is $T0m, Idr von 
Chrismar says. 

While Santander also oper- 
ates in Venezuela, Brazil Uru- 
guay, Argentina and Ct^e, 
Peru is BBYs principal Latin 
American initiative. Apart 
from buying into a stock- 
broking/banking operation in 
Mexico last year, it controls a 
bank in Puerto Rico and offers 
private banking services 
throu^ representative offices 
in Argeotin^ Brazil, Chile and 
Colombia. 

. “Peru was attractive both 
because of the privatisation 
opportunities and for its eco- 
nomic and political situation," 
Mr Pla says. 

After three years of strong 
growth, howevm*. Peru’s recent 
economic indicators look disap- 
pointing. Measures to cool the 
overheated economy have 


puabed growth rates down to 
zero, while inflation is running 
slightly above I996's single- 
digit target. 

But both Mr Pla and Hfr von 
Chrismar regard the setback as 
temporary. “In general, the 
Peruvian economy is very 
healthy. Earlier growth levels 
were unsustainable and this is 
just a necessary pause." Ur 
von Chrismar says. “There 
remains a great deal o! foreign 
intarest in Peru." 

If they expect the economy 
as a whole to expand by only 
around 3.5 par cent this year, 
the following four years should 
see sustained eimansion of 5 to 
6 per cent a y^, they say. Ihe 
finanrial sendees sectoT in still 
heavily undeibanked. 

B oth expect to be well- 
positioned to take 
advantage of the accel- 
eration in growth. 

Santander recently acquired 
a 76 per cent stake in Nueva 
Vida, one of Peru's six private 
pension fund a dminis trators 
(AFPs) for S12.5m cash and a 
SlOm capital increase. 
Intervalores, its highly- 
regarded stockbroking arm 
inherited along with Interan- 
dino, is now called Santander 
SAB. In addition. Santander is 
considering setting up a local 
■mntnal fond. 

BBV has also established a 
toehold in the promising pri- 
vate pension fund market with 
a 13.5 per cent stake in Peru’s 
AFP Horizonte. 

It is reorganising its stock- 
brokfog arm and has applied 
for authorisation to set up a 
tn irti Tal fond. 

"Pmnivian hanking has been 
very passive," BBYs Bfr Ha 
says. 

“Competition means banks 
axe now going out to look for 
clients. Service is still poor, 
but it is improving." 
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SGS Societe Generate de 
Surveillance Holding S.A. 

8, rue des Alpes - 1211 Geneve 1 


NOTICE IS HEREBY GIVEN THAT THE 

ANNUAL GENERAL MEETING 

of the above Company will be held on Wednesday 5lh June 1996, at 3 pm at the Noga- 
Hilton Hotel, Salle Ballroom (mezzanine), 19 quai du Mont-Blanc, Geneva. 

The doors will open at 2pm. 

Access virill be permitted to 

- bearer shareholders, upon presentation of an admission card, at the entrance before 
2.45 pm 

- registered shareholders, upon placing, before 2.45 pm at the entrance, an admission 
card which will be exchanged for a voting card. 

The doors will close at 3 pm predsely. 

Ordinary Agenda: 

1 . Presentation of the Annual Report, the Consolidated Accounts and the Statement of 
Accounts for the year ended 31st December 1995. 

Auditors' Report 

2. Apprepriatfon of profits. 

3. ‘Decharge" of member of the Board of Directors. 

4. Election of Auditors. 

Extraordinary Agenda: 

5. Reduction of share capital. 

6. Amendment of Statutes: 

- Amendment of art. 5,7, 1st par, and 28; 

- Insertion of new art. 5 bis and 24 bis. 

ANNUAL REPORT' AUDHTORS' REPORTS 

The Annual Report, the Consolidated Accounts and the Statement of Accounts for the year 
ended 31st December 1995 and the Auditors' Reports will be available for inspection at the 
head office of the Company, from 13th May 1996. Each shareholder may request tfiat a 
copy of these documents be sent to him; registered shareholders appearing on the register 
of shares as at 7th May 1996 mil receive, directly, a copy of these docxjmerrts. 

REGISTERED SHAREHOLDERS 

Registered shareholders appearing on the register of shares as at 7th May 1996 will 
receive, directly, a Notice of Meetirig. During the period 13th May 1996 to 5th June 1996 no 
registration in respect of registered shares will be entered on the register of shares. 
Shareholders in respect oi whom a registration would have been made during the period 
7th May 1996 to 13th May 1996 will receive the Notice of Meeting at a later date. 
Registered shareholders who mil have sold their registered shares prior to the Meeting will 
not have voting tights in respect of those shares. 

BEARER SHAREHOLDERS 

The holders of bearer shares wishing to partidpate or be represented al the Meeting may 
obtain an admission card either by depo^ng their share certificates at the head office of 
the Company, or by sending to the Company a statement of deposit and holding duly 
executed by their bank of deposit. The deposit of share certificates and collection of an 
admission card may be made on any business day, until 29th May 1996 at the latesL at the 
head office of the Company between 9.30 am and 1 1 .30 am or otherwise by arrangement 
(Telephone -i4l -22-739.95.51, Share Registry). No admission cards will be available at the 
entrance of the Meeting. The shares deposited may be collected from the first business day 
ioilowing the Meeting. 

REPRESENTATION 

Shareholders not mshing to take part in the Meeting may be represented by another 
shareholder (in accordance with the provisioru of the Statutes, registered shareholders may 
only be represented by another registered shareholder in possession of a written proxy) or 
by their bank of deposit They may also be represented by a representative of the Company 
or, alternatively, designate Ms Dominique Brovwi-BerseL attomey-at-law, Frori^ Renggli & 
Partners. 4, rue Charles-Bonnet, CH-1206 Geneva, an independent person pursuant to 
Article 689c CO, to represent them at the Meeting: in sudn instance, we would ask that 
registered shareholders address their admission card and proxy form or. In tiie case of 
bearer shareholders, their admission card, directly to Ms Dominique Brown-Berest at the 
aforementioned address. 

Deposit representatives within the meaning of Article 6a9d GO, are requested to inform the 
Company as soor* as possible, and In any event no! later than 5th June i 996 at the entry 
ro^er of tiie Meeting of the number, nature and nominal value of the shares they represent, 
institutions subject to the Federal law on banks and savings Institutions Of 8th November 
1 934 as well as professional poitlolio managers are considered as deposit representatives. 

MINUTES OF THE MEETING 

From the 1 1th June 1996, the resolutions of the Meeting will be available for inspection by 
shareholders at the head office of the Company. 

The Notice of Annua! General Meeting, together with all proposals of tiie Board of Directors 
is published in the Swiss Federal Trade Gazette, the official publication body for the 
Company, on the 14th May 1996. 

Geneva, 1 4th May 1 996 On behalf of the Board of Directors 

Elisabeth SAUNA-AMORlNi 
Chairman 
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FIRST PACIFIC CAPITAL LIMITED 

(beorpvmttd In Hong Koiig under the Cen^anUi Ordinanee 
(ChegHerSi} wUh/imilodliabilityl 

USSMJNMMMO 

Gwmuteed FlottisglUtc Notes dae 2000 
SvaraBteedOy 

FIRST PACIFIC COMPANY LIMITED 

(Ineorperatud in Bamuda under the CongianyAa. 1990wtih 
limiiedlididdy} 

InaeeofdaDcewith ifae provisions ofdieFloatiiig Rate Notes, notice 
is taenbypveDOiat for tile period EloiD 13fS/96 to 1311/96 tiwNotes 
will cwry an Inte l e a t Rate of 6.S2S0H per anniitn caicufated on a 
prbdpel amount oC 

US$34,883.33 perNoteofUSSl.OOO.OOO 


Stan dard ft Chartered 


Standard Chaterad Bank 
as Reference Agent 


USD 30,000,000,000 EURO MEDIUM TERM NOTE PROGRAMME W 
SOCIETE GEKERALE, SGA SOCIETE 6ENERALE ACCEPTANCE N.V. 
AND SOCIETE GENERAIE AU5TRAUA LIMITED 


SERIES N1rTRt2 AND 3 
SGA SOCIETE GENERAIE ACC7IANCE N.V. 

XEU 5,000.000 2.5K NOTES DUE RUT tSTH, 3996 
ISM CODE : XS0043973048 

Notice is heretv given to the Noteholders that, pursuant to the Tenns and 
CorKUons of the No^ toe Redemption Amoum apidcatM leon Redempbon 
of each Note is: 

XEU 10 833,89 pw denomkialion Of }(EU 10 000 

Paymerx of IrSerest and retotoursement of the Mvlpel due on Mqr 13to, 1996 
is tnade to acoordme wito concBlan 6 ‘P^inent’ of the Temfis and CondUons 
of toe Notes. 

The Principal Paying Agent 
SOCIETE QENERAU BANK A TRUST - LUXEMBOUMI 


APPOINTMENTS 


MERGERS & ACQUISITIONS 


As an analyst within the Meisem AcrpiisjHons division of this leading | 
intemational hna "™! services coo^anji; you wiD be responsible for 
prfanary analy^ of ccvpotale accounting data and market information 
and valuation of European and North American oompanies requiring an | 
of European and American accounting standards. 

Snandal analysis tools and techniques and obiil^ to manage and 
interact with senior executives. In addition, a malti<ultinal background j 
and Buency in a aeaond European language in addition to EngUsh is 
required. Sai^ drca £38,000. Applicants, aged 25-30, ^ucaled to MBA 
standard with 3-4 years' rdevant business experience, should write 
in ftnlr b^ confidence endoting full curriculuffl vitae to Box A5322. 
financial Tunes, One Southwark Bridge, London SEl 9HL 
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!i aeceiduce wiik tbe Ursa ud 
cooenieoi of Uw NotM, Ite me of 
literat eppltceble For the IsucHt 
pBMMySi.19MoWowrtmU.1996 
h6.USpci|i«ana 
Irtemi pejeur OB Wowote UL 1996 
p«?<aleorUSD50jKn, USDlOOMO 
■d USISKUXD wO ta UD1,MOJO, 
0809481.60 tad 08015,907.99 
w^oa i wly. 


The Top 
Oppoitunities 
Section 
For senior 
management 
positions. 

For information call: 
Will Thomas 
+4401718733779 
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SEND US 
YOUR OWN 
RAPERCUP 


And nfiitc yLHj are at ii, please 
■mach ynir dwque hv fund 
more Macmil^ Nutves 
in the fight against cancea 
(Did YOU knov over one mlUkm 
people are living with iti) 


Enter amount/)... 

made out to ‘CRMF (FT)' 
Said MX 

CRMF FREEPOST 
LONDON SW3 3BR 
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Ouioer RelieT MaanillBn Fund 
sdsu to suppon people with 
oncer and dieir tomilies. 
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COIMPANIES AND FINANCE; ASIA-PACIFIC 


NEWS DIGEST 


Sony Music drops 
12% to Y20.9bn 


The sitocess of Dreams Come 'nrue, a bigMy popular Japanese 
band, l^ed to lift the performance of Sony Music 
Entertainment, the recorded music arm of ^ny. which 
yesterday r^tozled a drop Is ine-tax promts despite sh^Uy 
hitler sales. In the year to March 31. Sony Music saw 
revenues grow 2.3 per cent to Y114.6bn from yil2.0bo 
previously. Pretax profits, however, fell 12 per cent from 
Y23.9bn to Y20.9bn (S196.4m). 

Sony, which maritets such overseas artists as Michael 
Jadts^ and Manah Carey, attributed the disappomting 
peifonnance to a rise in maricettng costs and lower interest 
income. The company has been faced with the need to develop 
new talent to generate Kvenues in fritnie years. Foreign pop 
artists, like their Japanese coonterparts. did not seD strongly. 
altboQ^ classical recardlngs fared welL 
At tlm same time, Sony said sales thift year were not as 
strong as in the previous year which bad seen a number of 
spedal alhuTTifi commemorating the tenth anniversary of a 
number of artists, or marking tbe break-up of others. 

The weak recovery from prolonged rece^on has seen the 
Japanese market spUt in to strong Miiirtg artists and those 
who achieve only mediocre sales, according to the Recording 
Industries Assodation of Japan. 

Meanwhile. Sony said low interest rates had also hurt its 
non-operating income. Income frtim inter^t and dividends feD 
by 40 per cent from YS.2lm to l^.lbn. 

Midityo Nakomoto, Tokyo 


Toray buys French film maker 


Toray Industries, Japan's iwafUng producer of synthetic fibres, 
said yesterday it bad become the world's largest producer of 
polyester film, with the acquisitioa of a film maWng company 
in France. 

Toray has bought Rhonfr'Ponlenc Films, a subsidiary of 
France's largest chemicals group, which has a 30.000 tons 
annual capacity plant near Lyons, with an annua] turnover of 
FFrlbn ($19^. It did not announce a purchase price, though 
earlier Japanese press reports estimate the value of the deal 
at YlSbn to Y20bn ($143m-$190m). 

The Japanese company plans to invest FFtfiOOm at RPF. to 
be renac^ Toray Plastics Europe, over the next three years, 
as part of a general European expansion. RPF's main 
costomers are the p*ifikxg ^n g anrt recording 

industries. 

Toray, which already makes polyester Riwi in the US and 
Malaysia, has estimated a S per cent rise in recurring profits - 
btfore tax and extraordinary items - to Y3a>n in the yrar to 
March, on sales up 46 per cent to YaSObn. Its annual results 
are due later this week. Wiliiam Dmtkins, Tokyo 


Thai broker lifts profit 11% 


Securities One, a leading Thai brokerage, reported 
first-quarter p rofi ts rose U per cent compared with the year 
before, to Bt216m ^O.Sm). Eaming s per share were a^ iq> ll 
percent 

Pull finanriai details were not released, but analysts said the 
results were below expectations. Ahbou^ brokerage and fee 
income increased 48 per cent from the year befbra. the 
company was hurt by a decline In mar^ share fr:im 5.4 per 
cent in the firat quarter cd last year to 49 per cent this year. In 
additimi. the a v er age commission charged by Securities One 
fell as the company’s client base became more heavily 
weighted to institutional investors. 

Company officials said they hoped an i mprovin g 
macroeamomic situation in Thailand would impro v e stock 
market petfonnance, which win hplp both oanmissiras and 
trading gains. The company is in the process of comideting a 
merger with First Asia Securities, which will have a dilution 
efiiect on aaminga per share but boost nan-Ihai income as 
First Ada's overseas gaming s begin to be amounted for in the 
fourth quarter 1996. 

Revenne from a joint-venture with Morgan Stanley covering 
research, sales and trading is expected to kick in dving the 
second quarter of this year. For these reasons, most analysts 
expect friU-year profit growth of around 20 per cent 

T^Bccrdacke, Bangkok 


Indian Aluminium up 24.55% 


fridian Ahimintum, owned 346 per emit by Alcan of Canada, 
posted net profit s fa tbe year to March 31 up 2455 per cent to 
RsLl42bn (S32ni). Gross profits rose 4473 per cent to R5l.8Bbn 
from a year earlier. Sales advanced 13.4 per cent to 

Rsll.85im, Including exports of R^bn, up 38 per cant 
Earnings per share rose to Rsl6 frum RslB. A final dividend of 
Rs2 makes a total for tlu year of R54 
The company raised its production to 53,000 tonnes from 
43,365 ttmnes. it also boi^t 25,000 tonnes of metal from tiie 
market for value addition. The company has fbnned a joint 
venture with Hydro Altzminiom al Norway and Thta 
Industries, India's largest business group, to build an 
aluminium refinery with capadty of Im tonnes a year at 
BaphlizD^ in Oris^ Alcan is U^y to become tiw fourth 
partner in the venture. Kunal Bose, Calauta 


Sharp reverse at CSR 


The stoup downturn in Australia's bousing market left CSR. 
the building materials, sugar and al uminium group, posting 
an 18 per cent drop in profits after tax but before c^oormals in 
the year to end-March. CSR made A$320.1m (I15$257.2ni), 
compared with ^390.5m last time. After a g™ii abnormal 
surplus, the bottom-line figure stood at Ag3%.Sm, down from 
ASS9Z.6m. 

The CSR tesult is likely to herald a run of lower profits frenn 
many Australian companies as results for 1995^ start to be 
reported. A number of companies, in sectors ranging firom 
constnictton to media, have warned of an impelling 
downturn, and last week Pacific Dunlc?, tbe Meibourne4xised 
conglomerate, and Soutbeorp, the wine, pack^iog and 
appliance group, joined that list. 

CSR's profit was reached im sales up from Af&26bD to 
ASSJSbo. TTm total dividend tar tbe year is held at 29 cents. 

On an earaiags per share basis, tbe result was down by 21 per 
cent at 33.6 cents. 

The company blamed tbe outcome largely on the Australian 
bousing sector, its rore market where it noted new bousiDg 
starts tad fallen Oy almost 30 par cent Profit on construction 
materkds fell frmn All09.7m to A^An; on buflding 
materials, from ASSQJhn to AgTS.^ and on timber products, 
from A$68.to3i to AS2S.2m. 

The si^ar bustness was also a week performer, partly 
because of difiScultfes during the crushing season and because 
of price waro in the refined sugar market Profits were down 
from AS86,7m a year ago, to A$64^ 

Much healthier results came fium the North American 
buUding materials division, whm nee from A$82.2m 

to A9110.Gm, axul from sduminimn which toade AI77.6in, 
against A$56.7ai previously. Nikki lint, ^/dney 


Sydney Casino raises A$64.8in 


Sydn^ labour Casino, which Is operating from tenmoraiy 
fadlities on the city's barbourside but is in the process of 
construing a permanent complex, yesterday raised 
A|64Am (US^lm) in new equity. 

The company said 3525m preferred ordinary shares had 
been placed at ASL84 each, a 4 per cent discount to tbe 
wei^tsd average trading price, by fiain & Co, tbe 
stockbroltors, with a range of institutional investors in 
Australia and overseas. 

The permanent casino is doe to open la early December next 
year, six months earlier than plannw, and will be one of 
Aimtral^’s largest But the launch of tbe new gaming fr^ty 
has been pl^ed by soggestions that Australia’s 
tapidly-e^anding casino industry is oversi^lied. Sydney 
Hxtbour Castoo last week reported a profit of A$600J)00 for tbe 
three numths to end-March. after abnormal costs of AgiLSm. 

NikJdTait 



Beijing keeps close eye 
on Hongkong Telecom 


By John Ridding 
in Hong Kong 


The Hong Kong arm of China's 
minis tiy- of post and lelecom- 
municarioDS ^^^PTl said yester- 
day that it was taking an 
active interest in developments 
concerning Hongkong Tele- 
com. but remained guarded 
about whether the MPT was 
seeking a stake in the territo- 
ry's dominant operator. 

An official at Telpo. the 
Hong Kong-based subsidiaiy of 
the IIPT. said it was gathering 
information about Hongkong 
Telecom and the territoty's 
telecoms market and studying 
options for the mainland opera- 
tor. "But this does not mean 
that we are preparing to buy a 
stake." the official said. 

The statement, prompted by 
a report in the Hong Kong 
Economic Times, comes as 
speci^tion mounts that main- 
land interests will seek to raise 
their holding in Hongkong 
Telecom as part of a restruct- 
uring. "Hongkong Telecom's 
ownership is in a state of 
unstable equilibrium." says a 
report by Mr Adam Quinton, 
regional telecoms an^yst at 
Merrill Lynch. 


Expectations have been 
fuelled bv the failure of merger 
taiicB between British Telecom- 
munications and Cable and 
Wireless, which controls Hong- 
kong Telecom, and by a signifi- 
cant reorganisation of Hoi^ 
Kong's aviation sector at the 
end of last month. 

The reorganisation, in which 
Chinese companies took big 
stakes in Hong Kong's airlines, 
raised tbe prospect of a similar 
move in telecommunications, 
one of tbe fow significant busi- 
ness sectors without a signifi- 
cant Chinese presence. 

.Attention has focused on the 
MPT and Citie Pacific, the 
Hong Kong arm of Beijing's 
flagship investment vehicle 
which already bolds 10 per 
cent of Hongkong Telecom. 

But while analysts noted 
strategic benefits as weU as 
political considerations behind 
a mainland move, they said 
that the price of a share pur- 
chase presented a considerable 
obstacle. 

"Hongkong Telecom has a 
capitalisation of around 
USSSObn. so a meaningful slice 
would prove very e^ensive," 
said Mr Dylan Tinker, telecoms 
analyst at Jardine Flenung in 


Hong Kong. Chi6 possible out- 
come, cited by some in tiie 
industry, would be a consor- 
tium grouping BT or other 
international telecoms opera- 
tors with a Chinese partna. 

The acquisition of a stake by 
mainland interests wouM. sup- 
port Hongkong Telecom's 
attempts to exp^ in China. 
For C^ese companies, the 
attractions would be a stake in 
a highly profitable company 
which holds the monapoly mi 
international direct dial calls 
until 2006. 

The profitability of Hong- 
kong Telecom will be iUus-' 
trated today with the 
announcement of results for 
the year to tbe end of March. 
Average forecasts in Hong 
Kong are for net profits just 
onder I^lOhn (TJS$I.39bn), a 
rise of just over 14 per cent 
compared with 1994-%. . 

Investors' attention wiU cmi- 
tre on the trend in volume and 
line growth, both of which 
were sluggish In the first half 
of tbe finandal year. More pos^ 
itive aspects concern the ' 
expansion of the operator’s 
mobile telecoms operation and 
improved margins resultl^ 
from cost-cutting efiorts. 


Singapore Airlines up 11.7% 
despite core business setback 


By James Kynge 
in Kuala Lumpur 


PROFILE 


Singapore Airlines (SIA) 
announced a health>‘ increase 
in group profit for the 19S46 
financial year yesterday, but 
its core business suffered a 
decline in profits after being 
bit by rising fuel costs and stiff 
competition. 

Group net profit rose il.T per 
cent to SSl.OSbn (USS729.5m) in 
the year to March 31 1996. 
while revenues rose 5.1 per 
cent to SS6A9bn. 

Both figures were within 
analysts' e;:g>ectations. 

But SLA's core airline busi- 
ness was hit as revenues could 
not keep pace with a host of 
cost increases, derived in part 
from the creation of an addi- 
tional 1L8 per cent in passen- 
ger- and cargo capacities, and 
in part Cram rising staff costs, 
landing fees and fuel prices. 

The core company's operat- 
ing profit declined SS6lm, or 
7.4 per cent to SS756m. and net 
profit fell by SSeSm. or 6.7 per 
cent, to SS876m. 

”liie core performance is dis- 
appointing because behind It 
lies falling yields from passen- 
ger and cargo traffic. We don’t 
expect to see yields recover 
this year and in fact we will 
probably see a further decline.” 
said an investment analyst in 
Singapore. 

Overall yields fell 5.3 per 
cent to 69.7 cents per load- 
tonne-kilometre as passenger 
and cargo yields fell 4.3 per 
cent and 49 per cent respec- 
tively. SIA said. 

Analirsts said yields could 
fall 2 per cent in 1996-97 if tiie 
Singapore dollar continued to 
appreciate and fuel prices also 
cUinbed. Tbe Singapore dollar 
rose 3.6 per cent against a 
basket of currencies last year. 


Singapore Airlines 


Market value; USS7.3bn 

Main iistmg', Singapore 
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.At tbe same time, keen com- 
petition is likely to mean that 
rising costs will only be par- 
tially passed on to customers, 
tbe analysts said. 

SIA's response is to try to 
lower unit costs by pushing 
relentlessly for economies of 
scale. Overall capacity is 
planned to increase by 8 per 
cent in 1996-97. with T per cent 
of this coming from passengers 
and 11 per cent from cargo. 

Last November tbe company 
ordered 77 Boeing 777 aircraft 
for Sgl7.9bn and plans to takp 
delivery of tbe first few in 
March or April next year - 
probably too late to show up 
on this y'ear's balance sheet. 
The deliveries are not slated to 
end until 2004 and the com- 
pany hopes their entry into its 


fleet will provide capacity 
growth at 8 to 10 per cent 
annually for tbe next 10 years. 

So far. SIA's strategy has 
made some headway - unit 
costs in 199596 fell by 5.2 per 
cent, the company said.Its 
three new Asian routes started 
last year to Cairns. Australia, 
Hangzhou in China and the 
Portuguese-administered 
enclave of Macau were show- 
ing "healthy'' business, 
although it declined to give 
load factors. 

Group earnings were bol- 
stered in 1995-96 mainly by 
strong pecfonnances at subsid- 
iaries Singapore Airport Termi- 
nal Services and SIA Engineer- 
ing Company, and by the 
writeback of provisions for 
unrealised losses. 



Boeing 777; deliveries to SIA wili start next March or April 


Ampolex board recommends 
increased Mobil bid terms 


By Nikki TaH 
tai Sidney 


The battle for control of 
Ampolex, the Australian 
energy group, rnided yestm^y 
when Mobil, tbe US oil m^or, 

annnimpwl that It WES nUSing 

its cash bid from around 
ASl.Sbn to AS1.78bn 
(US$1.43bzi), and Ampolex 
directors recommended accep- 
tance of the new offer. 

Tbe new terms are AS4.64 
per ordinary share, compared 
with AK25 previously, signifi- 
cantly, the tenns are within 
the valuation range of A84,44 
to A35.91 a share suggested by 
Grant Samuel in an indepen- 
dent valuation report on 
Ampolex released last week. 

The offer for the preference 
shares also increases, from 
AS427 a share to A8166. 

Mobil said It had held talte 
with Ampolex directors over 


the weekend, and would be 
meeting the group's main 
shareholders this week. It 
already held a near-is per cent 
stake In Ampolex’s ordinary 
shares and yesterday lifted 
that to 2U per cent through 
market puitfoases. 

In giving their support to the 
Mobil offer, Ampolex directors 
also said they would not 
attempt to sell any signfficant 
assets. This puts to rest strong 
suggestions in recent weeks 
that Ampolex might seek to 
^spose of its 14.29 per cent 
stake in the West Australian 
Petroleum consortium, in 
which Chevron. Texaco and 
Shell are other partners. 

WAPET consortium is 
considering the development of 
the lazge Gorgon gas field, off 
Western Aostralia. Although 
de^lopmaot costs have been 
put at between A97bn and 
ASllto. the field has tbe poten- 


tial to become WA's second sig- 
nificant liquefied natural gas 
e^rt operation by the begin- 
oing of the next century. The 
WAPET stake was widely 
viewed as one of the maig rea- 
sons for Mobil's interest in 
Ampolex. 

Ampolex also said it had 
agreed to consult with Mobil 
om any setaement possibili- 
ties in the litigation over the 
terms on which its convertible 
notes should convert. 

^e dispute and subsequent 
litigation, which led to a fab in 
^polex’s share price and may 
have made it vidnerable to a 
bid, were brought by Sir Ron 
Brierley’s Guinness Peat 
group. 

Ampolex yesterday asked for 
a suspensioh of its convertible 
notes, pending a statement 
later today. It indicated that it 
was close to reachiim some 
form of settlement. 
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Northern Telecom 
in $150m US buy 

Teleara. the Canadian-based telecommonications 
equ^p^ot ^plwr, plans to expand its business netnorits 
expertise with a friendly USSlSOm takeover of Micom 

Valley. Caltfomia. Micom directors 
®****^olders to aec^ Nortel’s offer of $12 a share. 
Mlcom's biggest shareholder, has agreed to 
Its 44 per cent stake. Micom shares, which trade on the 
over-the-counter market, closed at $14 last Friday, 
l^com specialises in integrating companies’ data, voice, fax 
ne^ork traffic into wider networks. Nortel was 
also atpracted by its distributioo netwo^, wUdi covers 85 

Bermird Sanan. Toronto 

Unisys launches new PC range 

Unisys, the US computer group whidi is struggling to return 
K yesterday unveiled a new family of 

bwd-to-order pmonai computers aimed at corporate users. 
The new Aquanta range includes desktop, server anH 
notebook PCs. 

Unisys 1^ sufihred a series of setbacks during the past few 
years and is restracturing to realign its operations into three 
new business units focu^ on computer equipment and 
services. However, its customised TC business h.»is been 
thriving, with sales increasing 74 per cent in 1995. 

Prices for the new machines, which nm on Intel's Pentium 
processors, range from $1,200 for a desktop machine to $8,900 
for a higb-end server. Paul Taylor 

iVillage wins $12ni finance 

iV^age, the nine-month-old US Internet conteit company, 
announced yesterday that it had secured $l2m in financing 
from four new investors, mairing it one of tha most heavily 
capitalised content companies in the US. 

America Online, the online service provider that origiDally 
ini'ested $2 di to help found the company, made an additional 
investment Two large media groups. TpiA. rr>mmiinifati/ina , 
through its TCI Interactive unit, anri Tribune Company, are 
also new investors, as is Kleiner Perkins rianfiairi & Byers, one 
of the most prominent technology venture capital groups in 
the US. Ihe new money will be nsed to finance tbe 
development of new channels and acquire other conqianies, 
iVillage said. Usa Bransten, New York 

George Weston disappoints 

Geoige Weston, the Weston femily’s Canadian food 
distribution and resource group, posted first-quarter results 
below most maiket estimates because weakness in tbe fishery 
operations and low^ forest products results o&et strengths in 
the food unit, Loblaw. Weston earned C$77.9m (US$57m), or 
C$1.66 a share, up 158 per cent frmn cytn/hn, os 64 cents, a 
year earlier. However, the latest quarter included a qiecial 
gain on tbe sale of tbe confectionery unit, and final net profit 
was equal to 50 emits a ^lare. 

Rev^ues were C$2.8bn, down 9.S per cent from a year 
earlier. The decline was dne to asset sales, after whidi 
revenues were iqi 3 per cent 

At the qpeoating level Loblaw contributed most - C$60.Sm. 
up &7 per cent from C$57in. Loblaw is now solely a Canadian 
f(^ djkributor after the sale last year of its US subsidh^. In 
the first quarter sales rose 7.3 per cent Tbe food processing 
unit was ia> at C$3.5m from C$1.8m, fisheries dipped to 
C$900,000 from CH8m and forest products contributed C$I4m 
against C$35m. Robert Gibbens, Montreal 

IBM sells Prodigy stake 

IBM said the sale its SO per cent stake in Prodigy Services, 
the tlurd-lai^est amsumer onti ne infonnallon service, to 
privatety-l^d International Wirdess and a group of Prodigy 
erec u tives wiD not have any matmial affect on its financial 
results. Ihe price of the de^ was not disclosed but the Prodigy 
management team was initially loddng at finding investors 
to the buy-out to a price of about S^Om. Reuter, New York 

Canadian Occidental ahead 

Record oil output by the Mamla field in the Yemen and 
strength in Nmlh America pushed Canadian Occidental 
Petroleum’s first quarter net profit to C$50m fUS$36.5m). or 73 
a share, from C$30m. or 45 cents, a year earlier on 
revenues of C$319m against C$278m. 

A US$78m paymmit to the Yemen government to settle site, 
transport and other issues has been charged to capital 
spexKfing, which will total C$600m to 1996. Robert GtUens 


JP Morgan to outsource IT operations in $2bn move 


By Mchard WatBfs 
In New Yorfc 

J.P. Morgan is to farm out a 
large part of its routine infor- 
mation tprfiTioingy operations, 
marking one of the biggest out- 
sourcing deals of its kind. 

The US bank said yestoday 
that it had reached an agree- 
ment with a group of technol- 
companies under which it 
will pay $2bn over seven years. 
The deal covers about one- 
third of tbe bank's spendiDg on 
ramputers and telecommunica- 
tions, and will yield savings of 
15 per cent a year, the bank 
said. Morgan spent $l.04hn in 
these areas last year. 

In terms of afinnai value, the 
contract compares with the 
biggest in the booming out- 
sourcing business. Last year. 


Swiss Bank Corporatlou agreed 
to pay Perot Systems $8.35bn 
over 25 years to handle its 
computer operations, while 
Xerox is to pay EDS $3.2bn 
over 10 years. 

Unusually for such an 
arrangement, four difTereot 
contractors have formed a 
partnership to handle the Mo^ 
gan technology operatioDs, and 
will jcdntly buy three of the 
bank's computo fadlities and 
take (m 900 of its employees. 

Computer Sciences will run 
the computer focilities in New 
Yor^ London and Delaware, 
while Andersen Consulting 
will devdop software anilica- 
tions and provide maintenance 
support ATOT and Bell Atlan- 
tic win run the bank’s global 
voice and data network and 
distribute computing. 


Mr Douglas Warner, chair- 
man of J. P. Morgan, said the 
deal would enable the bank to 
“exploit new technologies, 
manage costs, and create com- 
petitive advantage’’. 

The decision to use outside 
contractors marks a further 
attempt to rein in tbe bank's 
technol(^ and communica- 
tions spending. This has 
jumped in recent years as the 
bank has grown internation- 
ally. IT now consumes 45 per 
cent of Morgan’s non-staff 
costs each year, compared with 
35 per cent at the be ginning of 
the decade. 

Mr Peter Miller, co-head of 
corporate technol^, said the 
amounts to be paid under the 
contract were dependent in 
part on the volume of transac- 
tions handled, as well as other 


factors. That would enable the 
bank to convert part of its 
fixed costs into variable costs, 
allowing it control its unit 
costs better, he added. 

Morgan already contracts 
CMit about 10 per cent of its 
technology spending, and a 
large part of its remaining 
costs are paid to simpliers of 
market data, such as Renters 
and Telerate. 

The hank plans to limit its 
in-house technology expertise 
to what Mr Afiller called “tbe 
short end of the wedge”: a 
small group whose job is to 
develop applications for indi- 
vidual business units. These 
include developing risk man- 
agement algoritiuns to suppmt 
the bank's own tolerations and 
the creation of finawini instru- 
ments for clients. 



Douglas Wamen deal will give bank 'competitive advantage* 


Coca-Cola 
bottler seals 
Europe deals 

By Richard Tomkins 

Coca-Cola Enterprises, the 
biggest DS bottler of Coca-Cola 
soft drinks, is embar^g on a 
big expansion of its European 
interests by buying most of 
Coca-Cola’s bottling capacity 
In France and Belgium for 
$915m. 

The acquisition, expected to 
be completed early in the third 
quarter, wiU build npon Coca- 
Cola Enterprises* move into 
Europe in 1993, when it 
bought Coca-Cola's bottling 
operatkms in the Netholands. 

Coca-Cola Enterprises is 44 
per cent owned by Coca-Cola, 
but operates independently 
and iis shares are quoted sqia- 
rately cm the NYSE. 

The company is tbe world's 
biggest bottler of Coca-Cola 
pindncts, hot most of its reve- 
nues come from the relative^ 
mature US maiket, where it 
accounts for about 57 per cent 
of all Coca-Cola products sold. 

Recmtly it has been expand- 
ing br acquisitioiL In 1993, it 
paid Coca-Cola $380m to two 
small bottlers in the US and 
Coca-Cola Beverages Neder- 
land, its first acquisition mit- 
side the US. 

The latest acquisitions are 
also being bonidit from Coca- 
Cola. They are Coca-Cola Bev- 
eages and Coca4fola Frodne- 
tioa in France, whiidi caters 
for about 90 pe* ceit of the 
French market, and SA Bever- 
age Sales Holding in Belpnnt, 
which is the country’s only 
Coca-Cola botOer. 

Coca-Cola Enterprises said 
the French botttos sold 158m 
unit cases last year, and tiie 
Belgian bottler 94m unit cases. 
On a pro-forma basis, their 
operations would add $l.2bn 
to Coca-Cola Entoprises* 1995 
Tevesmes. 

The US company said it was 
interested in making more 
acquisitions in toritaries adja- 
cent to its existing areas. It 
said that following the latest 
deals, more than 15 per cent of 
its unit case sales would be 
generated ootside the US. 


CONTRACTS & TENDERS 
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ADNOC 

Abu Dhabi National Oil Company (ADNOC ) 

SALE OF THAMMAMA "F" GAS SWEETENING PLANT 
AT HABSHAN, LOCATED IN ABU DHABI 
UNITED ARAB EMIRATES 
TENDER NO. SDP/11/96 

ADNOC invites interested parties to participate in the sale, on “as is 
where is" basis, of old Thammama “P* Gas Sweetening Plant. 

THF QAS PLANT CONSISTS OF THE FOLLOWING 


UNHS: 


m Twro Molecular Sieve units for simultaneous sweetening ^d de- 
hvdratlon with capacity of 125 MMSFD of Thamniama “P gas. 
^h train consists of four vessels loaded with molecular sieves. 

A One Catacarb unit for treatment of regeneration gas from the 

* molecular sieves unit with capacity of 100 MMSFD. 

• One Glycol Dehydration unit for dehydration of the regeneration 
gas. 

^ rvia Chillina plant for controlling hydrocarbons dew point of the 
^ with ca pacity of 250 MMSFD. 

For further information and to obtain the enquiry package which 

inriudes scope of sale, payment terms a*-id other terms & 

SSdWons. pl^ contact the following address latest by 

30 . 5 . 1996 . 


Inspection & Surplus Disposal Section 
Supply Division 

Abu Dhabi National Oil Company ( ADNOC ) 
ADN'TC Building - Shaikh Khalifa Street 
nth Floor - Room No. FIGS 

Phone ■ 9712-6027292/6027252 Fax : 9712-6027465/6027544 

'■ - Telex: 24232 ADNOCHP EM 


Crash prompts 23% tumble in ValuJet shares 


By Richard Tonriuns 
in New York 

Shares in ValuJet. the US 
low-cost airline, tumbled $4'/i 
to $13’/4 in early trading 
yesterday - a fell of 23 per cent 
- following Saturday’s disaster 
involving one of the company's 
McDonnell Douglas DC-9 
aircraft. 

Investors feared that the 
crash could cause passengers 
to shun the airline, 
particularly after some US 
media reports raised questions 
over ValuJet’s safety record. 

A total of 104 passengers and 
five crew died when the DC9 
plunged into a swamp soon 
after taking off from Mfarni 
Tbe pilot had turned back 
toward the airport alter 


reporting smoke in the cockpit 
and cabuL 

Witnesses said the aircraft 
plunged to the ground in a 
oear-v^cal dive. 

So far. tbe cause of tbe crash 
is unknown. The first officer’s 
last transmission was 
unintelligible - possibly 
because he was wearing an 
oxygen mask, investigators 
say. 

Efforts to recover the 
wreckage and “black box” 
flight recorder have been 
hampered by difficult 
conditions in the swamp. 

Much of the US media 
coverage of tbe accident has 
focused on the fact that the 
aircraft involved was 27 years 
old, and had returned to 
airports after take-off seven 


times in two years with 
various marhanlftal problems. 

Perhaps of greater concern, 
the airline last month said it 
was voluntarily trimming 
plans for a big expan^n of its 
fleet after the Federal Aviation 
Administration raised 
concerns about a string of 
non-fatal mishaps - for 
example, the collapse of an 
aircraft’s laniiing gear. 

The FAA's concerns were 
said to have focused on pilot 
training and the quality of 
maintenance by outside 
contractore. 

The authority decided to 
carry out a scrutiny of 
ValuJet's safety and 
maintenance procedures, citing 
the aitfine's rapid growth since 
it started up in 1993.. 


Yesterday tbe FAA said it 
was intenrifying that review, 
brin^g forward a week-long 
check-up on the airline that 
had been due to begin next 
week. 

ValuJet said it welcomed the 
scrutiny, and would continue 
to worit with with the FAA lo 
assure the highest levels of 
safety”. 

ValuJet was floated on the 
stock market in June 1994 at a 
price of $12.% a share. 

Amid rapid profits growth, 
its stock price soared to a peak 
of $34^4 last December. 

However, the airline was 
subseqi^tiy hit by increased 
competition from Delta Air 
Unes and by concern over last 
month’s delay to its eqtansion 

plane. 
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What's behind 
a balance sheet? 


Performance. 

• Consolidated balance sheet total: DM 318.4 billion 1413.3^6) 

• Total lending volume: DM 186.0 billion (+9.5%) 

• Total deposits: DM 180.8 billion (+14.8%) 

• Own Issues outstanding: DM 104.9 billion (+11.1%) 

• Capital & Reserves; DM 14.0 billion (+28.5%) 

• Net income fortbe year DM 452.1 million (+34.1%) 


• Allocation to reserves: DM 361.1 million 

• Dividend: 7% 

Generated by 5423 employees 


Brienner Strasse 18 • 0-80333 Miinchen 
Phone (089)21 71-01 - Fax (089)21 71-^79 


Bayerische Landesbank 

Bangkok * Berlin * Bonn ■ Budapest * Cologne ■ Dortmund * DSsseldorf * Essen ■ Frankfurt * Hamburg * Hong Kong * Johannesburg • Labuan^uala Lumpur 
London ■ Luxembourg * Mannheim * Mibn ■ New York ■ Nuremberg • Peris ■ Plsen • Prague • Shanghai ■ Singapore • Stuttgen • Tokyo • Toronto * Vienna • Warsaw * Zunoh 
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Improved Operating Result - 

Return csi equity up to 182% 

• The opaalnc nsuh fflqnved by G3K to SBK 1 209 M 
• bnongs perdoeSEKUO 
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^^SRARBANKEN SVERIGE 

awdftgnt 

The Report cn be icqacsled frm Spnvbnken Svcfigi^ Inestor RdattGOB 
lax loL +462-723 71 32 71k rqurt is abo publUied <11 (he Bank’s homqBBe ( 
Intcraef, xikfcas www£|srfaankBLis 


THE TOP OPPORTUNITIES SECTION 

For senior management positions. 
For information please contact 

Robert Hunt 
+44 0171 873 4095 


MARGINED CURRENCY DEALING 

CALL TOLL-FREE 

Austrn 0660 7460 Bdgum 0800 719S9 

Oemok eon 0430 AMOa004gi290te 

FranKasa06446 aeax 0080349129016 
. , WMIBQOSSOIB half 1678 70975 

■ RedUe managed accounts Nonnraooi itei nvtugai 0505493561 

. UmfW li*ili.,gu»=„tal ” 

■ Lowest margin dqxisHs ORCALLDIRECT Td:( 49 l 4030 i 87 D 

(2%-5<)b) Roc {49} 40321651 


Fenner advances to £8.2ni 


By Simon Kuper 

Shares io Fenner rose 9p to 
ITOp yesterday as the indus- 
tiik products group reported a 
50 per cent rise in interim pre- 
tax profits to £8.Sm. Sales rose 
by a fifth to £l26.3m in the six 
months to February. 

But Mr Mark Ahrahams, 
chief executive, said: "We do 
expect the markets to get 
subtly tougher for us.” He 
agqiert^ a downtum in conti- 
nental Europe, particularly in 
Germany. However, he added: 
"Our businesses tend to be 
niche and tend to outperform.” 

He said: "Yon can exp^ to 
see some bolt-on acquisitions 
from Fenner." But the rate of 
acquisitions of the previous 
months would slacken. He 
expected no disposals. "We 
have disposed of most of our 
non-core businesses now," he 
said. Fenner was now concen- 
trating on the £ 10 m a year cap- 
ital spending programme 
which it began last year. 

The fastest growth over the 
six months to Februa^ came 
in the power transmission divi- 


sion, where operatii^ profits 
rose S6 per cent to £3.lSm, 
which was mainly from the 
impact of new management. 
Operating profits in the 
advanced engmeerlng products 
division rose 46 per cent to 
£3.66m, and in the conveyor 
belting division by 24 per cent 
to CT gm 

However, operating profits in 
the fluid power ^vision fell by 
a fifth to £i.74m. Mr Abrahams 
said this was because of faltiug 
iinmand in the US truck mar- 
ket for Fenner's tailgates. He 
expected donand to stabilise. 

The g^p said the costs 
of merging its polymer mould- 
ing <g)aatjons and nnmhining 
its two UR conveyor belt busi- 
nesses would be about £7m. 
This would be set against sec- 
oDd-taalf profits. The changes 
would destroy about 440 jobs at 
its Hull and Peterborough 
sites, but create about the 
same number at its new plant 
in Wales. 

Ihe interim dividend will be 
19 per cent ahead at 1.7p, pay- 
able as a foreign income divi- 
dend. 



Mark Abrahams (left) with (^lin Cooke, niiairmgn 


Tranor HianpWA 


DMG nears the forex summit 

Philip Gawith analyses reasons for the bank’s surge past its rivals 


T here would have been 
few surprises in the for- 
eign exdhange market at 
the rapid prioress up the 
annual Euromoney league 
table by Deutsche Morgan 
GrenfeU. 

It has been aggressively 
developing its foreign 
exchange business over the 
past two years, as part of an 
expansion of its investment 
hflniring and capital markets 
activities. 

DMG leapt to ninth in Euro- 
money’s survey of foreign 
exdiax^ banks, from 22nd. 

While DMG has made gt^t 
progress, it is not without its 
Clitics. Ccmipetltora point out 
that the Euromoney survey is 
a statement about visibility 
and turnover, not profits. They 
question wdiat sort of money 
^ hnnfc can be making given 
the lavish expenditure on 
recruitment. One manager 
says DMG has been writing 
"the most amamng contracts 
the City has seen". This is 
when tlw industry is becoming 
more cost conscious amid spec- 


ulation that the spectacular 
growth of the past 15-20 years 
has levelled off. But its ambi- 
tions are far from sated. 
Accordhig to Mr Albert Maas- 
land , head of trading and gaiag 
for continental Europe, DMG 
will "challenge the leaders 
over the coming years". 

"This is just the start We 
are only part way throu^ the 
transformation of the foreign 
exchange business into a truly 
global business.” 

It can play to both the mar- 
kets served by commercial 
banks, whose strengths are in 
areas such as cash manage- 
ment custodial relations, and 
corporate clients, and the advi- 
sory/caphal markets type busi- 
ness in which investment 
banks specialise. "We have 
access to a mu(^ broader base 
than any of our competitors 
and we're starth^ to pot that 
together now," he said. 

Instrumental in developing 
DMG’s forex business has been 
Mr Michael deSa, head of 
^obal fcMvign ezetonge, who 
joined from ntihank in 1994;^' 


Other recruits include Mr Nick 
Beecroft and Mr Dan Almeida, 
both from (^tibank, who run 
the London and New York 
offices, and Mr Waasland from 
HSBC Markets. 

Mr deSa said recently he had 
built up DMG’s global forex 
complement by 20 per cent to 
490 people. Foreign exchange 
profits were DM532m (£23lm) 
in 1995, up from DM496m. 

The key strategic decision 
was to move many traders to 
sales. Previously it had 37 
lai^ly autonomous dealing 
rooms, all making prices in dif- 
f^nt currencies. Now price 
maWng in the main currencies 
is concentrated in London. 
FranMurt, New Yorir and Sing- 
apore. 

Concentratii^ liquidity in a 
few centres confers other 
advantages. It idves a better 
overall seaise of market fiows, 
which customers find useful, 
while enhancisg successful 
proprietary trading. 

It also gives DMG greater 
clout in the intertiank market 
Mr deSasaid: *Tt puts-you in a 


LEX COMMENT 


Bank of Scotland 


SeucR fT Extel 


position to come up with a bet- 
ter relationship with your com- 
petitors. We weren’t getting 
return. We were givii^ out 
liquiditi'. but not getting it 
back. You need relationships 
with people who will return 
liquidity in difficult condi- 
tions." 

DMG insiders believe the 
bank has achieved two of its 
three aims. The first was to 
establish a presence in the 
interbank maritet as a provider 
of liquidity^ the second was to 
develop an options capability, 
the third to improve the bank's 
standing in emeiging markets. 

The initial focus has been in 
Europe. "Tltat is our goal - to 
dominate Europe,” says Mr 
deSa. "If successful, you have 
automatically positioned your- 
self as a ^obal player." 

Six months ago he said the 
challenge was to compete with 
the top six or eight banks in 
London. The hank nas seventh 
in London in the Euromoney , 
survey so business would j 
appear to be going according to I 
plan. I 


Standard Life's plan to seD of ScoUand 

most of its 32 per cent stake ~ 'll • 

in Bank of Scotland. sharepriceSiBlivs't^Ihe - 

undoubtedly puts the Scot- pr-SE-AAn-ShafshdeK - 

tish bank into play. The two soo — ’ — 

institutions may have had a 

long-standing andfriendly 250 — ^ ■ 
relationship, but Standard . j;. 

has a fiduciary duty ^ 

policyholders to get the ^ .. G ; 

highest price for its stake. ^ 

And that would inevitably • -• 

come from a strategic buyer. J - . - . , . 

But while Bank of Scotland io6i-lteP— 
may be up for grabs, it is far 

from certain there will be 1 1 1 1 1 1 ,t-,i 1 i » j n i-i'i 
takers. The wave of take- -tsso as so . 'os' . 
overs in global bankuig has snRRin'Extei - • - - 
been driven by the potential 

to remove costs. Bank of Scotland, however, has a compara- 
tively low cost ratio and little overlap with other banks, so 
there are no easy savings for a British predator. And dnee it is 
re^onally focused, it is not an obvious stepping-stone into 
British retail hanking for a foreign buyer. 

Moreover, the hank 's manag ement would give a distinctly 
natinnaiisHr tinge to its fi^t to retain independence - Miudr 
means the take-out price would probably have -ts be a stelep 
one. 

Of course, Rank of Scotland ofEbts an a ttract i ve market 
position in Scotland. And the shar e sale takes pl^ during a 
narrow window of (giportunity for potential buyers, bMbre 
elections produce wlmt will probab^ be a less bid-friendly 
government. However, investors cannot bank on bids and 
there is downside risk. In the absence of a strategic buyer, the 
sale of £ibn of Bank of Scotland shares to institutions would 
depress the share price - particularly since investors are 
facing another £lSbn oS new hanking shares next year, with 
the arrival of a herd of reformed building societies. 1 

Internet groups to 
form EUnet link 


By Paul Taylor 

Nine of the 28 affiliated 
Internet service companies 
I making up the pan-EiUTopean 
EUnet groiyi have combined to 
form EUnet International, 
marking a gignifireint consoli- 
dation within the internet ser- 
vice marketplace. 

The new UE-based holding 
company brings together nine 
independent national Internet 
access providers in France, 
Belgium, Luxembourg, Aus- 
tria, Finland, Switzerland, Por- 
tugal, Norway and the Czedi 
Republic. Several other 
national EUnet providers are 
also negotiating to merge with 
EUnet InternationaL 

As part of the deal Advent 
International, a large private 
venture capital 'Brm; led a ' 


$12m investment in the new 
company which plans to 
^pand both through organic 
growth and acquisitions. 

EUnet. formed in 1982, is a 
leading European Internet ser- 
vice provider and derives 90 
per cent of its revenues from 
business users. It has devel- 
oped a network oi national .and 
F^onal service proviites. 

"The consolidation of EUnet 
into a single company is an 
important step to strei^then 
our market position and 
develop EUnet to meet the 
chaBimg ea of an increasiii^ 
competitive and demandii^ 
Internet market requires," said 
Mr Wim Vink. EUnet Interna- 
tional's chief executive. 

The company is eqaected to 
-seek a luting on Na^q, the 
scr^D-ba^US' exchlh^. 


This amxMinccmcni appears as a mailer of record only 





EDP - Electriddade de Portugaig S.A 


PTE 35,000,000,000 

MULTI CURRENCY TERM LOAN FACILITY 


Arranged and led by 


BRNCD TDTTR & RCDRBS s.h. 


Participants 

Banco Espirito Santo e Comercial de Lisboa S.A. 

(London Branch} 

Banco de Fomento e Exterior S.A. 

(Brussels Branch) 

Banco Nacional Ultramarino S.A. 

(London Branch} 

Banco Pinto & Sotto Mayor S.A. 

(Paris Branch) 

Banco Portugues do Atlantico S.A.. 

(London BraiKh) 

Banco Totta & Azores S.A. 

(London Branch) 


Agent 

Banco Totta & Azores S.A. 

London Branch 


ffia NOTICE OF SHAREHOLDERS' MEETING 


The Sharebolden of TOTAL are hereby informed that a Combioed General Ueetu^ (Anniul Ordinary and Eztnordinary) is to be 
convened on Ttaesday. June 4, 1996, at CNTT La Defense - Amphitheiire Goethe - 2, place de la Defense - 920SS Paris La Defense 
at 10 a.m., on Ibe following agenda: 


I Annual General Meeting 

• Report of the Board of Directors and .-Auditors' general repon on the 
transactions and accounts for the vear ended December 31, 199.^ 

- Approval of these reports, the accounts and the balance sheet at 
December 31, 1995 

- Appropriation of net income, determination of the dhidend. 
election to receive the dividend in cash or in the form of shares 

- Special Report' of ibe Auditon on the agreements onered (n- 

II Extraordinary General M oot ing 

- Report of the Board of Directors 

- Special Report of the Auditors 

- Authorization to be ghen to the Board of Din-ciors to award sioik 
options tn the management and key employees of the Cktmpany 
and subskiiarics, on tenus to be decided by the Extraordinary 
Ceiieinl Meeting 

- Aiuhorizatinii to he given tn the Boaid of Directors to .ict on the 
auihorUatiotu in Lvaie securities while a takeover bid Is in progress 

- Approval of amendments tn the Bviuas resulting frnm leilers 
exchanged between the French State and the (jjnipiiiiy in 
Febniarv/Marrh 1996 

- Amendment to article 19 nf the Bylaws related to the term of 
office of Direauis 

- .\iiiendnient to article 25 of die Bylaws related to the 
apportionment of Directors’ fees 

All shareholders aiv entitled lu participate in this CeneraJ Meeu'og, 

whatever die number of shares held, nr to be represented at ihe 

Meeting by another shareholder or an officer of die Meeting, or b}' 

ihcir spouse, or to cast postal votes 

In order to participate in or be represented at the Meeting: 

a) holden of regKtered shares must have the shares registered in 
their names at least five da}'S prior to the date of the MecUng. 

b) holdeni of bearer shares should, at least five days prior to the date 
of the meeting, provide evidence that the shares are being held in 
a blocked account, in the form of a certificate issued by the 
financial intermediary holding the record of thcacqubidon. Such 
ceitificate should be sent to Banque IMKIBAS, Service des 
Assemblra, 34 rue dee Maihurins, 75008 Paris. The shares may 
not be released for possible sale until after tlie date of the last 
Mcedng at which the quonim requirement is mcL 

Forms of proxy and postal voting forms, together with entry cards, 
may be obtained on request from Banque PARIBAS. 

As required by law, shareholders arc reminded thac 

• Shareholders wishing to cast a postal vote may obtain the 
appropriate form by writing to the Company TOTAL, Direction 


Article 101 of the French Companies Act ofjuh' S4, 1966 
•Allocation to the special longunn capital gabu reserve 
Authorization to be given to the Board of Directors to trade in 
the Company's shares on the Stock Market in order to gtnhlliy^ 
the prke 

Appointment of two new Directors 
Determination of the amount of Directors' fees. 


des .Anaii-esjiiridjque.4 et des Accords, DEFA. SUl. Tour TOTAL 
24. cours Michelet - 92069 Paris La Defease, or Banque PARIBAS, 
Service des Assemble, by regisiei-ed letter with acknowlec4;ement 
of receipt 

- In order to allow time for such forms to be issued, requests must 
be recen<ed at the Cumpany's hrad office t»r by Banque PARIBAS, 
Service des Assemblm, not later than six days prior to the date of 
the Meeting 

- The duly completed form mitsi be returned to the Company's 
head office or Banque P.-ARIBAS, Service des Asserablces, at least 
three davs prior to the date of the Meeting 

■ In the eise of holders of bearer shares, postal vote* will only be 
accepted sulyect to prior receipt of the cenilicate evidencing the 
fact that the shares are being held in a blocked accounu as 
provided fi>r in b> above 

- Any slureholrler who has cast a postal vole will not have the right 
to (xuticipatc in the Meeting in person or in give a proxy to any 
other person 

- Shareholders may obtain the documents protided for in Articles 
13.3 and 135 of the Decree of March 23. 1967. by writing to the 
Company's head office TOTAL, Direction des Affaires Juridiques 
ct des Accords. DEF A. 201. Tour TOTAL 94. coins Michelet - 
92069 Paris La Defense, France, or to Banque PARIBAS, Service 
des A.ssemblccs. 34 rue des Mathoiias. 75008 Paris, France. 

Shares registered in the name of the ame holder for at least two 
years as of the date or the General Meeting carry double voting righe. 
(article 37 paragraph 7 of the bylaws). 

Nevertheless, die tiaasfer ot rcgisiered sliares to another registered 
shareholder in connection widi a succewion. the sharing of the joint 
estate oFa husband and wife, or a disposition inter vivos in fiiwotir of 
a spouse or a relative in die line of sucemion. shaD not be deemed 
tu repreMTot a transfer of ownership for the purpose of determining 
die above qualification period or the eligibiUty for double voting 
righis. (article 37 siib.p,iragraph 8 of the byfaws). 

■niE BOARD OF DIRECTORS 


May 1996 




TOTAL SOCIETEANONYME CAPITAL STOCK: FF.1 1,814.726.050 R-C^. NANTERRE B M2 051 180 
HEAD OFFICE: TOUR TOTAL - 24 COURS MICHELET. PUTEAUX (HAUTS DE SEL>fE| FR4NCE 
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Standard Life plans to sell 
stake in Bank of Scotland 


By George Graham, 
®«"Wng Correspondent 


or Scotland-s share prii 
Mp to 262‘ ap yesterdi 
after Standard Life, the assu 
anee group, said it was wor 
mg on the sale of all or part ( 
Its M.2 per cent stake in ti 
bank. 


But bankers said the stake 
more likely to be placed 
wth UK institutional investors 
than sold to a potential preda- 
tor. and doubted that the sale 
would tri^er a bid. 

Standard bought the stake 
from Barclays Bank in 1985, 
not long after a hostile bid 
Honoring and Shanghai 
Bank for its Edinburgh com- 
petitor, Royal Bank of Scot- 
land. had been blocked by tbe 


Monopolies and Mergers Com- 
mission amid a blaze of Scot- 
tish economic narionalism. 

Early hopes that the alliance 
might lead to a more concrete 


this was **a large proportion for 
a sii^ie investment”. 

"Standard Life continues to 
have confidence in Bank of 
Scotland’s prospects and strat- 


Standard bought the stake in 1985 after a hostile 
bid from Hongkong and Shanghai Bank for 
Royal Bank of Scotland had been blocked 


partnership have produced lit- 
tle. 

But Bank of Scotland's 
strong profits record has 
helped the stake to grow six- 
fold. Today it is worth almost 
£950m, accounting for around 7 
per cent of Standard's UK 
equity portfolio. 

Mr Scott Bell, Standard’s 
group managing director, said 


egies, but we nevertheless 
believe it could be in tbe inte^ 
ests of our policyholders to 
rebalance our equity portfolio 
by realising some or all of our 
s^e in Bank of Scotland.” be 
added. 

Standard, which is being 
advised on the sale by Lazard 
Brothers, is most likely to keep 
a normal investment stake in 


Bank of Scotland, but in the 
interests of its policyholders 
the life assurer is obliged to 
remain open to anyone ready 
to offer a premium for its 
entire stake. 

The possibility of a bid drew 
immediate wamings from Scot- 
tish politicians and from trade 
unions. 

Mr Alex Salmond, leader of 
the Scottish Nationalist Party, 
said the government should 
declare now that any hostile 
bid would be referred to the 
MMC. 

Any bidder for Bank of Scot- 
land would be expected to ofier 
more than SOOp per share, valu- 
ing the bank at around Q.6bn. 

Bank of Scotiand is generally 
reckoned to be one of the most 
efficient UK banks. 
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Ladbroke 
hopes to 
reunite 
Hiltons 

By David BlaekwaD 

Ladbroke, which owns Hilton 
International, said yesterday 
that talks were continning 
with Hilton Hotels of the US 
on "a range of ways of reunit- 
ing the Hilttm brand”. 

Talks on a range of options, 
indoding a possible merger of 
the hotel activities, were at a 
very early stage, said Bb* Peter 
Geoge, chief executive, after 
the and gamhig group’s 
annnai meeting in IxHidazL 

"Tliere have been no deci- 
sions - we are looking at what 
may work,” said Mr George, 
who has a conple of meet- 
ings with Mr Stephen BoUen- 
bach, chief executive of 
in the US. 

"Steve seems to share my 
view that something can and 
shoold be done - and tiiat's 
where we are,” he said. 

The two expected to meet 
again soon, bnt no definite 
date had hem arranged. 

Earlier Ur John Jackson, 
chairman, told shareholders 
that proftts in the first fonr 
months were ahead of last 
year, with the hotel side per- 
forming strongly. 


Bell Cable losses widen 
despite revenue rise 


By CMstofrfier Price 

Bell Cablemedia, the UK’s 
third largest cable operator, 
yesterday reported deeper 
losses and a sharp rise in 
income for the first quarter as 
it attracted more subscribers 
while continuing to build its 
network. 

Net losses of £19.5m com- 
pared with £L2m net income in 
the same period in 1995. How- 
ever. last year’s figure was 
inflated by a ooeoff gain of 
£9m from the flotation of 
VideotroD, in which Bell 
re tains a 26 per Cent Stake. 

The latest quarter's figure 
was also affected by tbe finan c. 
ing costs associated with a 
£275n loan and the higher 
depreciation costs of tbe 


expanded netwoik. 

Losses before interest, tax 
depreciation and amortisation 
were £3.5m (£2.2m), and before 
tax, losses of affiliates and 
minority interest, the deficit 
reached £l7.97m (£2.5m profit). 

Total revenues rose by 87 per 
cent to £15.8m. 'Hiis included a 
near doubling of revenues from 
telephony to £8.9m. The num- 
ber of telephone subscribers 
grew from 61,000 to 111,000 
yeaixm-year, with 12,000 added 
over the last quarter. The 
chum rate tbe level at which 
customers Hail to renew - fen 
sli^tly to 16.8 per cent 

Them were gimiiar increases 
in televisiaD subscription rates, 
taking the total to 125.000. Rev- 
enue rose from £3.8m to £6.9nL 
Television cbimi fell by 2.7 per- 


centage points to 24.6 per cent 

Mr Somers, chairman 

and executive, said Bell 

had changed its marketing 
methods and the results 
showed the first reward from 
this. He refused to commmit on 
whether it would pursue its 
option to bu>' tbe remainder of 
^deotron. 

Bell has also changed the 
method of calculating penetra- 
tion rates a measure of what 
percentage of potential sub- 
scribers opt to take cable. 'Hie 
revised rates represent the 
number of homes passed, as 
opposed to the number of 
homes marketed. Penetration 
for telexlsion rose to 18.7 (17.9) 
per cent Under the previous 
method, they were steady at 
22.2 percent 


US side hits Premier Health 


By Greg Mctvor 

Premier Health Group, the health ser\ices 
company, warned yesterday that its US nursing 
subsidiary had struggled to fulfil some hospital 
contracts for 1996 due to changed visa require- 
ments. 

Mr Epiiiaim Barsam, chief executive, said 
chang es in immigration practice had prevented 
it from employing sufficient numbers of non-US 


contract nurses. He gave no details of the extent 
of under-performance but said the company still 
hoped to make a profit in 1996. 

Mr Barsam forecast the adverse US trend 
would be reversed by the end of the third quar- 
ter through its use of "more traditional" immi- 
gration procedures. 

Its new UK suteidiaiy had agreed a number of 
hospital contracts which would substantially 
offset the US shortfrtll, he added. 


) 




NEWS DIGEST 

Easter timing 
helps BAA 

The seven airports owned by BAA handled 7.6m passengers in 
April an increase of L9 per cent on tbe year bef^. BAA said 
the small increase was tiie result of Easter falling earlier tiiis 
year than in 1995. 

BAA said that taking March and April together, there was a 
6.3 per cent increase over last year. Sk^dnl^ European 
traffic in Ajull was 1 per cent lower than last year. European 
charter traffic was 9 per cent down. 

However, there was an increase in long-haul traffic. North 
Atlantic traffic rose 3 per cent and other routes 5 per cent 
Domestic mai^ets and traffic between Ireland and the UE rose 
9 per cent 

London’s Heathrow airport saw traffic fall L4 per cent 
Traffic at Gatwick was up 2.3 per cent and Stansted passenger 
numbers rose 29 per cent Midiael Skapinker 

Trio in Hong Kong merger talks 

Trio Holding is in talks with Euro Brokers Investment and 
Yagi Euro with a view to merging their respective money 

broki^ interests in Hong Kong. 

Martin Brokers (H<»g Kong), its Hong Kong subsidiaxy, 
employs about 50 people and contributes about 10 per cent of 
the group's worldwide operations. In the year to September 
Trio made pre-tax losses cS £llilm and closed desks in London, 
Hong Kong and Tokyo, pnilhng out of Singapore entirdy. 

Euio Brokets and Euro operate in the region tlnough 
Vagi Euro (Hong Kong), which is similar in size to Martin 
Brokers (Hong Kong). 

Mr David Hagan, Trio executive chairman, said: "1^ non 
fSnanriai meigcT of OUT interests with those of our competitor 
will a stronger unit.” He expected the deal to be com- 
pleted by the end of June. Scq)hy Buckiey 

Oxford Molecular $3.25m buy 

Oxford Molecular, developer of software for dettigning pharma- 
ceuticals. has rnndiKnnafiy agreed to buy DPS Acquisition of 
the US. a subsidiary of Cray Research. It is paying f325m 
(£2.13m) for tbe intellectual property ri^ts relating to its 
UniChem software. Some g2.Sm of the purchase price will be 
satisfied by tbe issue of Oxford Molecular shares, the rest in 
cash. 

Molecular has also concluded an agreement under which 
Cray will become a distributor of the UniChem software prod- 
uct, and Molecular will develop future versions of the product 
and receive a Cray supercomputer. 

Tbe proposed acquisition is partly conditional on tbe new 
ordinary shares \)emg admitted to the Official List. 

Westminster Health share sale 

Tenet Healthcare Corporation, the US hospitals business. hM 
disDOsed of its entire 42 per cent stake - for some £8Sm - m 
vStS^ter Health Care Holdings, which runs retirement and 

nursing homes. ^ -j 

The sale of the 26.9m shares was arranged via Tenet subsid- 
iarv NME International (Cayman). They were sold to Cazenove 
in^ bought deal and placed artth investment chents by Caze- 
nove in conjunction with Collins Stewart. _ , 

Tenet's stake was reduced to 42 per cent ^ Westmi^^ 
floated in 1993 and the US company agreed not to for three 
months after Westminster’s rights issue last August 

GPG sells 850,000 Pico shares 

r,.,nnp« Peat Group, the UK investment vehicle of Sir Ron 
^ New Zealand entrepreneur, is seta 850,000 
in Pico a US insurance and investment holding com- 
S^JTto^^daaUe Corporation, the Canadian investment 
sale will be made in in two tranches for a total of 

Sdlbem Pico ordinaiy shares, about 40 per cent 
t^iwjmhpr 31 their book value was £5.56m. In 1995 GPG s 
wntributed £4.78m to pre-tax i^fits. 
Si Til shares, ropresenta 34 per cent and Pico 
Sffi aSorSngly cease to be an associate. 

Anglo Pacific Resources slips 

Anrfo^cific Resources. USM-quoted mineral eiqiloration and 
i^T^tiDoS^from a restated £856.000 pre-tax loss mto a 
ilSfor the year to December. It said Ledmore 
explorer and dweloper. was mostly responsible 

^A^teokTEl^Bm rStrorturing charge for changes intended 
tr^^StTmoro m^ey from its Austral^ operation and 
sSfTsSfca^Sands. and to cut the size of its head office. 

Sipped from E4.lm to £3.3m, and the operating loss 
r479 000 to £SBm. after a £3.49m cost of acceler- 
for Wo Silica Saada. 

A cSnee in accounting policies led to net a^ts bei^ 
£22.2m to £9.5m; the group reversed last year’s 
to revalue tangible and int^le assets after eon- 
its new auditors, Price Waterhouse. 

share increased from L58p to 8^- The com^y 
ic sh^y to ask shareholders to agree to a reduction m sl^ 
SsiSiat will elimina te the deficit on the profit and loss 
aUow the company to resume dividend payments. 
“^aSpany plans to take a fiiD listing this year. 
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The twice-monthly 
international update on the 
pharmaceutical industry 

P ublished every two weeks, Fharmacentical 
Business News brings you up-to-date news, 
quantitative analysis, forecasts and inside 
information on new product introductions and 
joint venture agreements. 

P hannaceudcal Business News also contains 
round-ups of essential interim and year-end 
company financial performance and results, 
plus news on acquisitions and mergers, and 
regular comment and views from the world^s 
stockmarkets. 

Who should read 
Pharmaceutical Business 
News? 

Anybody that has dealings with the 
pharmaceutical business will find a subsmption 
to Pharmaceutical Business News invaluable. 

It is an essential source of information for all 
pharmaceudcal executives involved in: 

■ Management 
■ Marketing 

■ Research & Development 
■ Sales 
■ Finance 
■ Manufacturing 
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Pioneer appoints 
a new president 

Pioneer, the Japanese specialist 
maicer of aodio-visual equipment, has 
nftwtfid Kaneo Ito as its new president 
He will be suctxeding Sei^ Bdatsu- 
moto. who is to become ehahnugn and 
representative director, following 
apmoval at a shareholders meeting 
sdhkoled for June. 

Ito, who joined Pioneer after a stint 
at a tmcmps conmany. has bad experi- 
ence maiiceting the company's prod- 
ucts in Eungie, where he spent a total 
of about 12 years, and has worked for 
many years in the company’s intema- 
donal field, as director of intema- 
tionsil budness. 

IBs appointment to the top job at 
Pioneer is a measure of the grawing 
^obal nature of Japanese ooosumea' 
electronics conqianies. Nobnyuki Idei, 
who was appointed president of Sony 
last year, also spent many years 
in Europe. 

The road ahead does not look 
smooth for Ito. Pioneer, which has 
developed its business in recent yean 
on the basis of Its laser video discs, 


has seen demand for la+gr discs, par- 
ticularly in the karaoke market, 
slump in recent years. 

'Hie company has suffered a drop in 
recurring parent profits - from 
Yl6,5bn in the year to Martdi 1993 to 
Y652m last year. In the last firianHai 
year (to March 1996} Pioneer is espec- 
ted to post a recurring loss of Ylbbn. 
mainly due to poor karaoke laser disc 
sales and immntory build-ups in the 
US and Eun^. 

Mkhiyo NaJamoto 

Fresh top echelon 
appears at Novartis 

Ciba and Sandoz, 
the Swiss drugs 
companies in the 

proe^ of merging 
to form Novartis, 
have revealed the 
top 300 people to 
run the new com- 
pany. They axe the 
cooDtry presdents 
and sectm: beads around the world. 
They will take ap their posts when 
the company becomes operational 


after r^ulatoiy approvals. 

Under Pierre Douaze, bead of phar- 
maceuticals - ea^ the biggest divi' 
sion - Paul Herrling of Sandoz will be 
reqxmsible for drug discovery. Drug 
developing will be run by Jorg R^- 
hardt and William Jenkins from Ciba, 
who win handle pre-dinica! and clim* 
de^opmmit respectively. 

Doug Watson, currently president 
and executive of Ciba US. will 
hold the same post for Novartis in the 
US. Ifis Sandoz counterpart, Bill FuL 
lagar, becomes president and chief 
executive of Not'artis in the UR. 

Stanley Sherman, chief financial 
officer of Ciba US. bmmes chief exec- 
utive and president for Speciality 
Chemicals North America (US;Can- 
ana V The speciality chemiols busL 
nesses will merge as part of Novartis 
and th en become an independent com- 
pany before the end of die first quar- 
ter of 1997. 

Bryan Kerr (pictured) becomes 
regional manager of specially chemi- 
cals for north-west Europe, and head 
of fhe speciality chemicak business 
support centre for north, north-west 
Biuope and the Benelux countries. 

(Sba and Sandoz have formed inte- 


gration tugrrie and task foTCeS tO Study 
ways of joining the two companies* 
operations. Further appointments for 
Novartis and Speciality Chemicals are 
expected in June. 

Damd Cram 

Turbulent times for 
Japauese banks 

Humbled by piles of bad loans, and 
under strong political pr^ure to 
show some remorse for tbefr role in 
the ffnHapiM of the country’s scandal- 
ridden bousing loan companies, 
Japan’s banks are reluctantly drop- 
ping the pilot 

Three of tiie largest hanks have -in* 
the last month ann ounced the early 
retirement of their president Bidus- 
trial Bank of Japan toss Yo Kurosawa 
is being replaced by his deputy Uasao 
Nisfaimura, Fuji Rank president Tom 
Hashimoto, is making way for the 
currmit number two, Yosbiro Yama- 
moto, and Mitsui Trust chief, Ken 
Fuji! is to be replaced by vice-presi- 
dent Eelu Nishida. AH the changes 
are due to take place nem month. 

Fuji’s Hashimoto and Mitsui Trust’s 


Fuji! were obvious candidates to* he 
forced to fall on tbeir.swords. They 
were, until last month, -respectively 
head’ of the country’s main bankas' 
association and head of the trust 
banks’ assodation. In Japan it is 
tomary for those in such pcisltlODs of 
responsibility without powar to do the 
decent 'thing' wha times are rontfo- 

But the Cate of IBJ*s Eurosav^ one 
of the flew colourful figures in Japan's 
grey bfflking world, sngg^ tiie cull 
of bank heads may extend beytmd fhe 
reach of office holders at industry 
ass ociations. 

Cabi^ ministers and finance min- 
is^ officials have called upon all 
banks' senior managers to reflect 
carefully on their own cn^bility for 
the fiwaw-iai mess of the last -few 
years. 1C ee would seem prudent, the 
hank bosses take them at their word, 
the procesaon may only have, just 
begun. 

All three fotm^ praidents irill 
remain in senior positions at thor 
hanks, thmigh Hashltnnte and Fqjii 

will both become chairman of th^ 
respective institutkms. Kuro^wa wSl 
be staying on at CBJ as an adviser. 
Cerard Ba/eer 


ON THE MOVE 


■ Frank Rtlhlasd, currently 
lespcmsible for the treasury 
de^utznent of the 
DEPFA-BANK, bas been 
appointed general manager. 

■ Peter WadL. 49. general 
manager of the textile fibres 
business unit, has been 
anxunted to the m anag ement 
board of AEZO NOBEL 
FASER. 

■ Robert Brouc^iam becomes 
fienfnr vice president and 
manag in g director, Asia Padflc 
division for HELL^ 
INTERNATIONAL GROUP, the 
intamational arm of Heller 
Financial, a subsidiary of Fuji 
Bank. 

■ Gerald Sokol vice president 
of finance of 

TEUEKmiifUNIGATlONS 
Inc's TCI CommunicatKHis 
unit, hag resigned. 

■ Judith Camp^ becomes 
senior vice president and 
manager PNC BANE 
CORPORATION’S direct hank 
unit She was senior rice 
president and head of 
operations and technology at 
Midlantic Corporatian. 

■ Marcus Razidolph has been 
airpomted laeddent and 
director of FIRST DYNASTY 
MINES. This coincides with 
the lestructocuig of First 
Dynasty and the move of its 
copoiate tdfice to Sngapote. 

■ Dennis Raney, 53, joins 
CALIFORNIA MICROWAVE as 
executive vice president and 
chief flnanrfMi officer. He was 


previously chief financial 
officer for General Magic Izm. 

■ Joseph Levato, exectxtire 
vice president and chief 
finanrial officer, is joining the 
board of TRIARC John Barnes, 
encutive vice president and 
CbjM fiTianmal officer Ol 
(^aniteville. Tiiarc’s textile 
subsidiary, which was sold to 
Avondale Mills, has been 
appoints as senior vice 
im^ent Barnes is expected 
to become Triarc’s chief 
flnangjfll officer whffl Levato 
retires later this year. 

■ Charles Van Swearingen has 
joined MICHIGAN NATIONAL 
CORPORATION, now owned 
by National Australia Rank, as 
nhirf ftriawHal officer anrt 
eimctitive vice president He 
was previously senior vice 
president and directm- of 
finanrfal planriing for Integra 
Financial Corporation in 
Pittsburg Pminsylvanla. 

■ David Gordon, has been 
appcrinted by manufacture^^ 
qjedalsty matoials DEirrER 
CORPORATION, as corporate 
vice president ato senior 
dM^oa president Dexter 
Nonwovens. 

■ Jyuniehiro Miy^ has been 
anKiinted as presadmxt of 
NIPPON 'TELEGRAPH AND 
TELEIPHONE, replacing 
Magashi Knj ima, whO b^mes 
chairman. Shigeo Sawada 
becmnss a vice dsairman. 

■ Richard Slenker has been 
appointed senior vfoe president 
and chief technical officer of 
AMERICANSKY . 


BROADCASTING. 

■ Maaaft Kobayashl cantca : 
manag in g director of NIPPON 
PAPER INDUSTRIES, has been 
appointed as president, 
replacing Takeshiro Miyashita. 
who becomes chairman. 

■ Laurmzt Vleffievigne has 
been appointed as managing 
director of French 
pharmaceuticals group 
PIERRE FABRE. with 
responsibility for group 
strategy. He joins from Lazard. 

■ Arthur Liin>er has been 
appointed to the newly created 
position of chairman at BAT 
INTERNATIONAL He was 
previously fhalrman of 
privately held British Far East 
lid. of San Kego. 

■ Bruce Churchill has been 
appointed to the newly created 
position of deputy chief 
executive officer of News 
Corporation unit STAR TV. He 
was previously senior vice 
p ma i rtant , finance, for Fox 
Television. 

■ Carlo Salvatori has leagued 

as manag m g rthvw»tnr of 

BANCO AMBROSIANO 
VENETO. 

■ Eduard Uanffinann foitner 
director of Goldman Ranha in 

ffrmg Roug, hac hupn named a 
manag in g dli-ertnr and head of 

BANKERS TRUSTS Coital 
Markets Bustness in Zmltfo. 

■ Craig Huff, a princfoal at 23ff 

Brothers Invtj* rtmi»nt R haft 

been iqipomted to the board of 
SANTA FE ENERGY 
SOURCES. 

■ David Emerson, president 


and rhiaf executive Officer of 
the Vancouver International 
Airport Authority, has been 
elected as a direc^r of BC 
TELECO\L 

■ Joseph PormicheDi has been 
appointed as president and 
chief executive of HAYES 
MICROCOMPUTER 
PRODUCTS. His previous post 
was as vice president of 
worldwide operations for IBM 
PC. 

■ Sam Levin, senior director of 
strat^c sales at Mindscape. 
ha-g been appointed to the 
board of TOTALLY HIP 
SOFTWARE. 

■ Carlos Perez de Brido has 
been appoint^ as president 
and managing director of 
Spanish oil group CEPSA. 

■ R. Blom. chairman of the 
board of directors at publisher 
PERSCOMBINATTE and board 
member of publi^er PCM 
Lltgeveis h^ reagned. C. 
Smiling, currently PC!M’s 
board chairman, becomes 
acting ehah-man 

■ Dieter Draeger has been 
appointed chairman at 
RWE-DEA AG FUER 
MINERALOEL UND CmMIE 
of Hamburg, with effect from 
January 1997. He succeeds 
Peter Koch, who is retiring. 
Georg Schoening has been 
appirinted board member from 
the same dat& He will be 
lesponable fiw the chemicals 
division. 

■ Rainer BOarqnait, 41. has 

r pgfgiwd frnrn »hp maMgPmffnt 

board of ESCOM AG ^ 


managem ent of Escom 
Computer Vertriebs. 

■ Ubaldo Livolsl has been 

I nominated a manag in g director 
of Italian TV ato publishing 
group MEOIASETT. Livolsi is 
already on the board of 
Mediaset and also a board . 
member of FminvesL 

■ Lex Venneeren, who stepped 

down as depn^ ghair man of 

the management board of . 
AEZO NOBEL on May 1. has 
been appointed chaiiman of 
the supervisory board 
following the retirement of file 
former ghairman Haye van der 
Wert 

■ Lnis Nifio de Rivera has 

become presidmt of . 

DRESDNER BANK MEKICO. 
He was formerly president of 
Arrendadora Flnanciera 

; Mexicana and of Factoring 
Corp^tlve. 

■ Aldo De Sario has been 
appointed ohair man of SIRTI. 
the engiiieeilng division of the 
Stet group, replacing 
Franceeco Gei& 

■ Ian Melrose has been 
appoint^ a non-axecutive 
dfr^or of WHARF 
(H01J)1NG5). Melrose is 
chairman of OCL, a computer 
services company 
wholly-owned by Whart 

■ CTIive Tn gham has been 

^pointed by MOORE 
CORPORATION, the 
Toronto-based information 
services groiq>, as prasident of 
Moore Europe services groiqi, 
in Paris. , ■ 

■ Joel (Sold has joined LT 


LAWRENCE & Co., fhe New 
Yark-based investment 
banking and brokerage firm, as 
emc uti ve vice preside in 
cha^ of the the firm's 
invesbnent hanking 
dQ)artmenL He w^ prevjdudy 
managing direcboE, Investment 
banking, of Fechtor. Detwflec 
&Co. 

■ Gary Lieberinan, a 
manag in g airantnp in the 
tnfffrma division, has ham 
named bead Of BEAR ' 
STEARNS INVESTMENT 
ADVISORS, a subsidiary of , 
Bear, Steams '& Co provii^ 
investment advisory services 
to participants in the . 
international mortgage 
assetbacked nnd. ^obal fisred 
incmnemarisets. 

■ Warren Lee has been ' " - 
appointed as head of Asian 
Securities at DEUTSCHE 
MORGAN GRENFELL. He 
joins from Barclays de Zoete 
Wedd, New York. Tan Y<mg. 
Seng has joined Deutsche 
Morgan Ckenfell as head of 
equities, Indonesia. 
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14, 1996. These secisib'es having been sold, IHs announcement appears as a matter of lecoid only: 


For Your Strategic Investment 
Exclusive Forecasting Service 



I DePfa-Bank 

^ Dsidsctie Pldnclbilel- und Hypothekenbank AG 
Wiesbaden, Federal Republic of Germany 


3 month Forecasts for DAX INDEX 


3 month Forecasts for BOEING Co. 


Forecast Made on 1 Nov 1996 


Forecast Made on1 Nov 1996 



NOV-9S 


ForecastMade on 1 Dee 1995 


Nov-86 


DeG-95 


Jan-96 


Forecast Made on 1 Dec 1995 




mmm 



Dec-9S 


ForecastMade on 1 Jan 1996 


Feb-96 


Dec-95 


Jan-96 


Feb-96 


Forecaet Made on 1 Jan 1996 



Jan-96 


Feb-96 


Mar-96 


Jan-96 Feb-96 Mar-96 

M«^- Tl-i“ r ii isr s ih TirririTmpiitiTit|fTrTi trtrf tiy'rmrnnfrnr’-*— 

FANE-GMF offers special 3>^months market forecasts 
More than 16.CX)0 worlcMde weekly (ximputed items 
Average success of 78,7% in the long term 
Maximum monthly subscription fte $ 650 
Weekly updated by fax through weekends 

This forecasting service covers Ham franc 

AMEX, NYSE, London ISE-SEAK^ Frankhnt Sfock EMehange, World birSces, Wbrid Energy, Foreign Exc ha nge, London ConsnocSttes Ex charge, 
LME,K,C0MEX,NYC.NYMEX.NYME, IMM, UFFE,MAT1F,C8T, Sydney Stock Exchange, Bniescif stack Ewhar«e,MontredStod( Exchange, 
Toronfo Stodc Exdisige, Prague Stock Bcchange, Copenhagen Stock Exchange, HeWnU Stock Exchai^, 

Paris Boffse, Hong itoiig Stock Exchange. Rome Stock Ex cha nge, Tokyo Stock Exchai^. AmsterriMn raanipeJ ^|y|p 
Stodc Exchwge, Oslo Stock Exchange Stoddiotan Stock Exchange, Zurich Stodc Exchange, ate. financial and commodities 

FAN&eMF,KUBUSl487HQ,l>RAOUE4,148MCZECHREP. TEUFAX:+« 2 6436244. PODCASTS 


DM5,000,000,000 

5.25% dffentliche Pffandbriefe of 1995/2000 


Series 368 


Bayerische HypoUieken- 
und W e chs e l-Bawk 

Aktiengesellschaft 


Lead Managers and Market Makers: 


Bayerische Landesbank 
Girozentrale 


Commeizbank 

Aktiengesellschaft 


Deutsche Morgan Grenfell 

Deutsche Bank Aktiengesellschaft 


DQBANK 

Deutsche Genossenschaftsbank 




Every day, 
we help 
thousands of 
people like 
Zee fight 


I Give people with canc^ a fighting chance 

Over 90p In evny £1 donared |;os dlicrtir inm wir vlul noieh 
1 I wfluU IU« lo nsilcr p Jgi union of £ 

I (Cfaequa payable to; Imperial Caiww ftrgrarch Amd) 
or clunte £ w my AceoR/Vui/Amex/DineT^Owncy Card No. 


hnpe rial Cancer 

ResesrdiFund 


PkoK ream your domdaB to: * 
Imperial Cneer Reaeatdi Fnd | 
FREEPOST {WC406«}} I 

LcDdnWC2A3BR ftas ‘ 


TIm iwtioe b iMicd In cOTiplianoi; ivtth the FcqiiiicnKaiDarilK Londoo Scpck ExicbaiM 
Limited (the 'Lmdsn Sio^ Excliiiigc*i. iidi» ool imsOaiiean ofleror nrianonutEe 
pubUc lo albea4bc for or pnrehue env dune. AndUcackn bea been mode le die 

Stock Eadoi^ for the wfaob! uT tbe dure of NwamH ASA, omd anl to be 

■HOcit. to be aiteilited to tbe Omcal Lki of liic Laidcin Sled Exdui^ (ihe^Offidal 
LxO. K to eepccted ifaii a^modon lo tbe Ofildil Uit «rffl bcone cRectln! and dui 
dealiiigvbi the dum irlll ccniDiefice en I4tfa Maj; 1996. 

NYCOMEDASA 

n Ab .tomi 

The oTN jcDmcd ASA and its tidichiUrls ii 


^Intraductran to tbe OiBcid List 
Sponoredlw 

NatWest Wood Mackenzie & Co. Limited 
Listing et'60, 608. 138 Gea A 9ures and 
41,365,64-7 CUeaB Shares 
with par \-aliM NOK 4,00 per ^lare 


Ca|iiiaofibeLbtii^[Wtl..<ilirvriibitlwgtathgiBtiedue6B»>heve ha >p iij l i ilie4iiidwiB 
bf amiable for coDenhmmljr domig normal bosbms hours on am vcGdcdar Inm the 
daicoTibinoilce up u ml teeJudiag >8||| hm . 

NjUMMKlASA r<uVfcMWbo<>MackaiiizieftQi.Limiied 

P.O.BM$OIOMri. MSBIdKnan; 

NJJJOIOshbNonirm LaBdonKaS^ 


Capd Coun uiiraiHC', off Barthnliiinew L 
imtoeupifiaaKliiicladtaglfthMav. 1996. 


l4tfaMaT^I996 



































"ifiZi-.-r. • ‘■-. v.‘^'''i 

>.• 15-;. .•’■:■ .; 


“’*• ' ■' -VflC- 


!n;onj;iticD3j 

appf.'i:.*LnieDii 




?ooo 


C-^y— ' 




I j 






*^NANCIAL times TUESDAY MAY 14 1996 


23 


COMMODITIES AND AGRICULTURE 


Russia digs deep into platinum stocks 


By Kenneth Gooding, 

•'*"’*"8 <3<»rMpondent 

Stockpiles to export record 
qt^tities of platinum and pal- 
laium to the West last jw 
and raised about USSibn that 
It desperately needed to help 
cowr Its bn^t deficit 

The republic was tafc ing 
advantage of the boom in sales 
or electronic equipment such 
as computers, mobile tele- 
Iwoes and wide screen televi- 
sions that helped to drive plati- 
num and palladium demand to 
f®cord levels, accmti^ to the 
latest market review by John- 
son Matthey, the world's big- 
gest platinum group metals 
tnarketing group. 

Platinum is used, among 
other applications, in the 
equipment for making high 
quality glass for h'qnjd crystal 
displays and cathode ray tubes 
for desk top monitors. The 
metal is also increasingly 
being employed to coat data 
storage discs. 

Palladium is an essential raw 
material in most of the multi- 
layer ceramic caj^cittvs used 
^ in electronic equipment. 

■' JM estimates that last j’ear 
Russia sold 1.2Bm ounces 
of platinum to the West, up 
from the previous record l.Olm 


Platiiiuni and PaUadfinn fOOO troy ounoe^ 

Ptathuim 

1995 

1964 

PaSaeflum 
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1694 

Sipply 



Supply 



South Africa 
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3,160 

South Africa 

1A00 

1.500 

Rusafs 

i,sao 

1,010 
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4,200 

snoo 

North Ameriea 

230 

220 

North Amerfca 

470 

410 

Ottwa 

100 

140 

Othere 

70 

70 

Total 

4,980 

4,530 

Total 

6,340 

9280 

Demand 

4,790 

4.S60 

Demand 

6,100 

4A70 

Sioefcs change 

+160 

-30 

Stocks change 

*240 

*410 

Swear JbWBM Iteofrey 


ounces in ij99l The platinum 
price peaked at $460 an ounce 
last year but was back to $400 
at the end 1995 and the anmi ;*] 
average was $424,22. 

Russia also sold 27 per cent 
more palladiom than in l^ as 
its eicports rose from 3.3m 
ounces to 4.2m. Tlie palladium 
price averaged $151.28 an 
ounce last year. 

“Hie ne^ for revenue was 
probably the principal motive 
[for the jump in Russian 
exportsl" says Ms Alison Cow- 
ley, author of the JM review. 
“But the Russians are also 
thoQ^t to be ccmcemed that 
higher prices might trigger 
increased substitution of paHa- 
dium in the electronics sector.” 

Palladium shipments have 
risen by nearly 50 per cent in 


the past two years and nearly 
all the extra metal origiiiated 
in Russia. JM estimates at 
least half of last year’s Russian 
supplies were drawn from state 
resoves. 

Apart from deliveries to the 
electronics industry, which 
increased by 19 per cent to 
2.65m cnmces last year, palla- 
dium sales also beneQtted from 
a big switch from the use of 
platinum to palladium in 
autunotive anti-pollution cata- 
lysts. Autocatalyst demand 
increased by 7? per cent to 
1.73m ounces. 

Total palladium demand was 
25 per cent ahead at 6.1m 
ounces. Supply rose by 20 per 
cent to 6.3^ ounces, mainly 
because of shipments from 
Russia. 


JM eimeets continued growth 
in palla^um consumption for 
electronics and autocatalysts 
In 1996 and suggests that 
newly mined siQ^hes ndll be 
augmented by fuHher substan- 
tial sales from Russian stodts. 
The palladium price is pre- 
dicted by JM to trade betimn 
$120 and $150 an ounce this 
year. 

It also suggests the platinum 
price will rai^ between $390 
and $430 an ounce for tiie rest 
of 1996. 

JM says about OOOJIOO ounces 
of the Russian platinum sold in 
19£6 was drawn bom govern- 
ment stocks. Russia says 
details of platinum and palla- 
dium stocks are a state secreL 
Ms Cowley says: "We can 
assume, though, that palla- 


dium stocks are quite a bit 
higher than those of platinum 
bemuse Russia used very little 
palladium domestically, Russia 
would like to wind down its 
platinum stodis gradually but 
the pressure has been on to 
produce revenue. It is imlikely 
that Russian platinum stocks 
will last into the next cen- 
tury”. 

Platinum last year 

rose to a record 4.79m ounoes, 
according to JM, t^e supply 
was up ^ 10 per c^t to AJSSaa 
ounces. JM pr^cts that indus- 
trial demand for platinum, 
which in 1995 reached the hi^ 
est ievd for 16 years - 990^ 
ounces - will remain firm in 
1996 while demand from the 
antomotive industry is eqrec- 
ted to be “stable." A “modest” 
rise in demand from the jewel- 
lery industry is expected. How- 
ever, South AfH<^ supplies 
are prided to increase and 
the R ussians alrNidy have indi- 
cated th^ will maintain sales 
at 1995 levels. Ms Cowley 
points out; “Hie platinum sup- 
ply surplus last year was 
equivalent to only two weeks 
constunption but these sur- 
pluses have a dispropo^onate 
impact on market sentiinent.~ 
Platinum i99d: Free Jrom John- 
son iSattivsy, 7S Batum Garden, 
London ECIN 8JP, England. 


PNG may float mineral company ‘within months’ 


By Nikki Tait in Sydney 

A flotation of Papua New 
Guinea's Mineral Resources 
Development Company could 
take place “within the next few 
months”, Sir .r uling r.han, 
PNG's prime minister Hawneri 
in Sydney yesterday. 

The MRDC bolds the PNG 
government's stakes in a num- 
ber of mming pitgects in 
PNG - inclnding the Kntobu 
oQ development, and the Ok 
Tedi, Porgera and Misima 
mines. Its assets have val- 
ued at around 800m kina 
a'>S$S0Om). 

Sir Julius acknowledged tiiat 
some advisers and observers 
had argued that the much- 
mooted float of a 49 per cent 
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interest in MRDC could not 
realistically be attempted until 
PNG reached agreemmit with 
the World BarA over tiie sec- 
ond tranche ^ a “structure 
adjustment” programme 
deigned to addx^ ^ coun- 
try's perilous economic situa- 
tion. 

The World Bank recently 
cgtened a goday window - end- 
ing on July 17 during which 
it wanted to see previously 
agreed reforms implemented, 
befisre continuing with the pro- 
granune. 

Sir Julius smd. however, that 
he did not view World Bank 
agreement as a pre-condition 
to the MRDC float “It would 
be nice if we could conclude 
the World Bank [talks] but 


even without the conclusion, 
[the Boat’s] prospects are still 
very good.” he said. 

He claimed that the spread 
of interests within MRDC 
should make it a stable invest- 
ment vehicle and timt the cur- 
rent gold price was also help- 
ful 

Asked wliether a trade sale 
of the assets held by the MRDC 
was still a possibility, rather 
than a float. Sir Julius played 
down, but did not entirely role 
out. the option. “At this st^e 
we are going far a float,” he 
said, “but if someone wants to 
come in over the float if s a lot 
cleaner." 

In an ^ort to rally flaggiag 
investment support for PNG. 
the prime miniker told a min- 


ing investment conference that 
there would be a moratorium 
on “any further ampririmenfae 
to PNG's policies governing 
the minix^ and priroleum sec- 
tor” until the year 2000 - 
assuming his government is re- 
elected next year. The only 
exception mi^t be “possible 
adjustments to landowner 
equity regulations". 

Sir Julius confirmed that on 
all new petroleum agreements, 
landowners would get 2 per 
cent “free equity” out of the 
state's 22.5 per emit share - 
leaving 77.5 per cent with the 
devdopers. Hie developers and 
the state would jointly fund 
the landowners' slice. He was 
less precise on mining projects, 
but said that the government 


was looking at up to 5 per cent 
“free equi^ for landowners, 
although that “will depend 
entirely on a project by project 
bi^s“. 

But the PNG prime Tninistor 
admitted that greater access to 
countries within the former 
Soviet Union and to mining 

opportunities in Amprif»a 
and parts of Asia now meant 
that there was big competition 
for exploration doUars. He 
quoted figures purporting to 
show op in petroleum meliora- 
tion expenditure would 
increase from ll7m kina in 
1916 to 19Qm Idna this year, but 
also admitted that mining- 
exploration expenditure bad 
slumped to just 36m kina in 
1995. 


MARKET REPORT 

LCE cocoa 
futures touch 
8-year highs 

London Commodity Exchange 
COCOA futures raced to eight- 
year higdis in early dealings 
}'esterday on investment fund 
buying and speculative cover- 
ing. Bnt prices ended off the 
peaks after profit-taking and 
pebbly smne producer selling 
trimmed the g ains , traders 
said. 

The July eomract closed £26 
up on the day at £U36 after 
touching £1,138 - the bi^sest 
level since January 1988. 
^ueeze fears persisted, keep- 
ing the September contract at 
a high premium to March l3Sn. 

.At the London Metal 
Exchange trade and commis- 
sion house buying helped to 
lift CORNER prices in late trad- 
ing, traders said. 

The ending of a l&day strike 
at Codelco’s Cbuquicamata, 
the world’s lair^t copper 
mine, in Oiile earliar belpkl to 
dampen sentiment 

Miners returned to woi^ at 
the state-owned, 610,000 
tonnes-a-year unit on Sunday 
and Codelco said production 
processes would be “totally 
normalised" within 48 hours, 
although it mi^t still have to 
mabg minor copper purchases 
to meet contracts obligations 
to customws. 

Compiled from Reuters 


Privatisation close 
for Philippine’s 
Nonoc nickel mine 


By Edward Luce in ManHa 

The Philippine govenunent’s 
long quest to privatise Nonoc, 
the country’s largest nickel 
mine, will be sewn up this 
week when the operation is 
sold off to a Bri tish-led consor- 
tium for U^SSSm. 

ITie sell-ofT. which will be 
the biggest mining privatisa- 
tion in the country’s history, 
comes ten years aft^ the oper- 
ation was foreclosed because of 
bad debts and falling world 
nickel prices. 

Led by Pacific Nickel - a 
British consortium in which 
National Westminster Bank’s 
Hong Kong affiliate, Wheelock- 
Natwest, and Minproc, the 
Australian company, have 
interests - the new owners will 
pay the money to the gtn'em- 
ment over 12 years after a 
three-year grace period. 

The mine, on Surigao island, 
central Philippines, will be 
rehabilitated over the next 
three years, starting with an 
initial capacity of 45m lb of 
nickel a year, rising to 68m Ib 
at full stretch. 

The US$333m package also 
includes a 35,000 tonnes-a-year 
refinery, a 25(IMw power plant 
and settlement of various debts 


from the previous ownership. 
Apart from nickel metal the 
mine, vdiich will employ about 
3,000 workers, is thought to 
contain cobalt sulphide and 
nickel suli^de reserves. 

“The s the end of a very 
long process since Nonoc was 
taken into government haiute 
in 1986,” said Mr Gonzalo 
Santos, chief of the asset 
privatisation trust in Manila. 
“Both parties are satisfied 
that the deal is fair and equita- 
ble.- 

Officials, who say the deal is 
likely to be signed on 
Thursday, estimate tbat it 
could cost as much as USSSOOm 
to rehabilitate the mothballed 
operation, which has been 
maintained at government 
expense since it was fore- 
closed. 

The consorthnn, which will 
also be minority owned by 
Evaristo Narvaez, a local 
shareholder, is expected to 
divide tbe rehabilitation costs 
between equity and debt finan- 
cing. 

“Rehabilitation is likely to be 
exprassive because tbe mining 
equipment for Nonoc needs to 
be specifically tailored to the 
mine's unosu^ needs,” said Mr 
Santos. 


Chicago grain prices bounce 


^ Laurie Morse bi CIticago 

Continuing rains and cool 
weather in the northern plains 
of the US midwest hasipered 
spring seedings over the 
weekend and helped boost 
grain prices at the Chicago 
Board of Trade yesterday 
morn^. 

Spring-planted wheat and 
miuze have become critical to 
meeting worid grain ne^ now 
that It appears the US vrinter 
wheat h^est is going to be 
the worst in nearly 20 years. 

In its first aCBdal estimate of 
winter wheat production, the 


US Deiuirtinent of Agriculture 
said frirmers would reap just 
1.38bD bushels of winter wheat 
this year, down 12 per cent 
from last year's poor harvest 
As traders expected, the 
^ncy said tbe worst droi^t 
in 100 years across the 
midwest’s southern plains, 
combined with wning winter 
weather, decimated the crop. 

Hie report bas^ on a sur- 
vey of crop conditions done 
May 1, put Kansas wheat pro- 
duction at 182.6m bushels. 
Kangag usually produces three- 
quarters of US winter wheat 
and has not had a harvest 


smaller than 20Qin bushels 
since 1963. 

However, tbe agency also 
said that record hi ^ prices for 
wheat would greatly mqiand 
spring wheat seedings in tbe 
northern plains this season, 
and would also umpire fanners 
to seed maize in areas where 
wheat had ihiled if thcffe were 
timely rains. 

Chicago grain futures prices 
tumbled on Friday in response 
to those planting estimates, 
and on the USDA's forecast 
tbat world-wide wheat produc- 
tion would expand 81 ! per cent 
to 578.5m tonnes this year. 
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1 Flourish as a result of higfyfi- 
bre food (Sj 

2 Account oriental's agita- 
tion (8) 

3 Having written a note, break 
loose (6; 

5 Few in support aiqiear enthu- 
siastic (4) 

6 Left some absorbed in a l^al 
documeDt (8) 

7 “Get all straight?” a quarter 
scaSed ts) 

8 Hie French interview a ten- 
ant 

11 Splitting granite for use (7) 

14 Gifts of money no loiiger 
made (7) 

17 Gather cheat is on (g) 

18 Grounds for adjusting men's 
diet (8) 

19 bolding both his sides” 
(Milton) (8) 

22 Face a group without parkhig 
( 6 ) 

23 For tree-raising, pound in 
some clay (6) 

24 Abuse one gets engaged in 
dealing (6) 

27 Hand over the chnroh keys (4) 

Sohxtion to Saturday’s prize puzzle on Saturday May 25. 
Solution to yesterday's prize puzzle ou Monday May 27 , 


flCBPTO 
1 Office fonilture (6) 

4 One is a high chiucb nffiffai 

9 Draw water adter all fS) 

10 Reveals the nnderworld boss 
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13 A sli^t blow 

15 The place baving the best 
turnover (4) 
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21 The woman in over-oQ control 
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25 Averts disaster - fost! 

26 Impressive industrial action 
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28 A means of ensuring tbe 
desired expansion 

29 Slow, not heartless, though 
that's ctmcealed (5) 

80 Offered properly constituted 
rent-deed (8) 

81 Canopy check carried out 
with a certain heritation (6) 
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INTERNATIONAL CAPITAL MARKETS 


Weak D-Mark lifts high-yielding sector French social security debt 


By Samar Iskandar in London 
and Lisa Bransten In New York 


Peripheza] European markets 
made a positive start to fbe 
week. Spanish and Italian 
btaids benefit^ from the weak' 
ness of the D-Mark and are 
expected to continue outper- 
fbnning. This we^ could be 
driven by speculation on coon* 
tries’ chances of meeting Euro- 
pean monetary union criteria 
and particUiwts will be await- 
ing economic forecasts from 
the European CommissioiL 


■ German bunds closed lower 
on profit-takiDg after last Fri- 
day’s rally. Liffe’s June bund 
future settled at 96.30. down 
0.24. In the cash market, the 
lO-year benchzzzark bond lost 
0.25 to close at 98.30. 

Bunds underperformed 
lO-year US Treasuries, irtiose 
yield premium shrunk by 2 
points to 38 points. Ms 


Sharda Fersaud, European 
economist at San Paolo Bank 
in London, said recent com- 
ments by members of the 
Bundesbank's council have led 
her to eqiect a small cut in the 
repo rate later this week. 

Most economists e^)ect such 
a move to take place later, 
probably in June. An early cut 
would boost bnn^ and lead 
them to resume their outpe^ 
fonnance of US Treasuries. 

One economist said the yield 
premium of Treasuries could 
readi a full perc«itage point 
within a year. Ms Pei^ud 
expects bunds to resume their 
rally soon and reach the 97.0 to 
97.5 range on the bund future 
in the next two months. 


KDB global offering set 
to be highlight of week 


By Antonia Sharpe 


A gTSOm ^bal bond ofiEbring 
from Korea Development Bank 
is set to be the hi g hli ght of a 
quiet week in the eurobond 
market, due to Thursday's 
Ascension Day holiday in most 
parts of continental Europe. 


INTERNATIONAL 

BONDS 


CS First Boston and t .phwiflTi 
Brotheis are believed to be air- 
anging the Offering, which 
could have a maturity aS seven 
or 10 years. 

Asian and US investors have 
shown a greater preference for 
rile latt^. If KDB does go for a 
lO-year maturity, the txmds are 
likely to be ^ced to yield 
about 75 basis points over 
underlyi^ US Treasuries. 

Apart from EDB's deal, 
which was extensively pre^ 
marketed in Europe and the 
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BONO FUTURES AND ORUOIfS 
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UK GILTS PRICES 


market, the 10-year yield 
spread over bunds was stabk 
at 1 basis point 


would tighten to around 300 
basis points in coming mouths 
from 329 pomts yesterday. 


B hfost high yielding markets 
were boosted Iqr the weakness 
of the D-maik against their 
currencies. Italian bonds, in 
two conseentive bullish ses- 
sions. have recouped their 


GOVERNMENT 

BONDS 


fl Spanish bonds also bad a 
positive day. The 10-year bono 
future closed at 98.4^ qp 0.32. 
One economist said bonos 
could soon start underperform- 
ing as investors overweight in 
Spanish bonds ded^ to take 


■ French DATs also closed 
lower. Matifs June notional 
contract settled at 123.0, down 
0.06, but continued falhng in 
after-hours trading on Globex 
to a low of 122.88 . Id the cash 


heavy losses of last Thursday. 
UfGe's June BTP frtture clos^ 
at 114^. up 0.42. after a 0.S9 
riseonj^ay. 

Ms Persaud remains bnllisb 
on BTFs in t^ longer tenzL 
She eiqiects “a p os itive mini- 
bndget” and presets that the 
ceo^ bank will ease ofiBdal 
interest rates by around 1.5 
percentage point before the 
year-end. She forecast that the 
10-year 3deld qiread over bonds 


B QE gats ended a quiet ses- 
sion sliihiiy lower. LiSe's June 
long gilt future settled at 106^, 
down £ and the 7% per cent 
gilt due 2006 at 96^. down 
However, economists point 
to sits' recent nnderperfom- 

flnfffl enmo hatiw im the mar- 

icet tom some catching op to 
da One eonihmnta] Europeaii 
bank forecast a rise in the 
poozul to DBf2.S8. whkh would 
boost the gilt market The cur- 
rency ms toadlng aroond 
DM2, 32 levd late ye^erday. 


H US TYeasnries were Qat in 
quik early trading as traders 
awaited data on inflation, 
retaS sales and manufacturing 
due later in the week. 

The yield on the benchmark 
30-year Treasury bond held 
below 7 per cent as it strengthr 
en^ modest on the heels of 
the gairi f made on Friday. 

Near midday, the long bond 
was ^ stronger at 88S to yield 
6.918 per cent. The two-year 
note was unchanged at 99g, 
yielding 6.045 per cent. The 
June 30-year bc^ futnre was 
^ lower at 10S!4. 

There was no important eco- 
nomic news yesterd^, but 
today figures on retail sales 
and the /y^nemnpr price index 
for April are due. 

Tomorrow, figures are due 
on industrial production and 
capacity utilisation, which 
could indicate whether infla- 
tionary pressnies will emerge 
later year. 


refinancing under way 


By Samer iskandar and 
Antonia Sharps 


The refinancing of the French 
sodal security system’s accu- 
mulated deficits of FFrl40bD is 
under way. The fiinds will be 
raised by the Csusse d'Amortis- 
sement de la Dette Sociale 
(Cades), an entity created ear- 
lier this year for the sole pur- 
pose of managing these debts. 

Mr Benoit Jolivet, «rliaimiaTi 
of Cades, announced late last 
week that six banks had been 
chosen to arrange a syndicated 
loan totalling FFr60bn. The 
banks are Banqne Nationale de 
Paris. Caisse Nationale de 
Credit Agricole, Dresdner 
Bank. J.P. Morgan, NatWest 
Markets and UBS. 


The two French banks in the 
syndicate are eqiected to take 
on FFiflObn, leaving FFrtObn to 
be raised by syndication. 

None of the banks involved 
would comment on the details 
cd the transaction, but the final 
terms, which should be 
announced b^re the end of 
this wee^ are expected to rival 
- or beat - Spam's record- 
setting transaction arranged 
by NatWest last year. 

The fully-drawn cost on 
Spain’s Ecu deal is 8 basis 
points over mterbaok 

ofrered rate (Libor) - 4 ba^ 
points as an interest ma^in 
anri 4 hasis points as a facility 
tee. 

Cades has been pressing for 
even ti ghter terms than on 


US last wedL the dollar sector 
is also expecting to see an 
offering frW TMCC in the 
near fiiture. 

Syndicate managos said yee- 
terday that althou^ a conad- 
erabie amount of dollar p^ier 
had been issued in recent 
weeks. Investor demand for 
doUar-denominated paper con- 
tinued to be buoyant, causing 
spreads to come in. 

They noted, for example, 
that the spread on Fannie 
Mae's $lbn five-year global 
bond had narrowed to 14 basis 
points over lYeasuries from 16 
basis points at the launch 
while the spread on Unilever's 
popular S2S0m five-year efier- 
ing bad gone from 8 basis 
points over Treasuries to S 
basis points below. 

They were therefore sur- 
prised that NTT chose to do a 
Swiss franc offering yesterday 
rarii«’ than a widel^^Ttmoand 
dollar nffiarin g. 

Among other issues yester- 


NEW lirrERNATIONAL BOND ISSUES 
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Turkey to raise $5bn abroad 
to help cover budget deficit 

- - . • 9 - — 


By John Barham in Istanbid 


day, Germany's DSL Bank 
tap^ the enrosteriing sector, 
raising th mn gh a four^ 
year deaL 

Lead manager BZW said the 
recent rise in sterling made the 
bonds attractive to European 
retail Investors, offaing them 
a pick-up of some 2(X) basis 
points over German govern- 
ment ho nda of the asma matu- 
rity. 


• About 120 US and European 
Institutional Investors who 
mana^ more than $3,000bn of 
fixed-income assets wffl gathw 
in London tod&y to attend 
JJ*. Motgan’s annual confer- 
ence OD the yankee bond mar- 
ket, the US bond mar- 

ket for foreign Issuers. 

Among the speakers will be 
the eurobond market veteaan 
Mr Han^oig Hofmann, now a 


Twanagftmpnl board mwnbar of 

Germany's Dresdner Bank, 
which laA year raised glbn of 
sutoffdinated debt in the Yan- 
kee bond marfceL 
Two AAninr Italian Treasury 
officials are also due to speak. 
While Italy is wilfeoiy to issue 
a yankee bond, investors in 
sector are also likely to be 
holders cS the country's out- 
standing global bonds. 


Tnrkey's new central bank 
governor says the country 
plans to raise funds on the 
mtemational market to help 
cover this >‘ear’s forecast bud- 
get deficit of giLBrim. 

In an interview, Mr Gazi 
Erc^ said, “We have to raise 
some funds for the public sec- 
tor deficit esternaUy." He said 
l^key needed to borrow 
about S5bn abroad in 1^. 

Yesterday, the Treasury 
raised YSOIm with a six-year 
Eurobond issue yielding 6 per 
cent a year and plans to issue a 
SSOOm. three-year Eurobond by 
June, lifting first-half funding 
on the international markets to 
about $1.7bn. mainly to refin- 
ance matuzing loans. 

Mr ErceL who was appointed 
last TTifwith, fair! the Treasury 
needed to borrow more over- 
seas to reduce its reliuce on 
the gwifllT domestfe rapflal mar , 
ket, where interest rates are 
very high. Real interest on the 


Treasury's domestic debt, 
equivalent to SlSbn. averaged 
nearly 50 per cent last year. 

The government was shut 
out of the international mar- 
kets in early 1994, following a 
severe balance of payments cri- 
sis. It only resumed foreign 
borrowii^ in April 1995, paying 
3.5 per cent over Libor for a 
two-year $500m loan. 

Mr Erpel said thaL ideally, 
part of Amds raised this 
year would be used to rebuild 
Turkey's miiapsing infrastruc- 
ture, but indicated that the 
govenunent's current spending 
wlU also have to be partly 
finang ed overseas. 

However, an Istanbul banker 
erttidsed the decision to seek 
outside WwflnMng to cover cur- 
reoL rather than capital spend- 
ing. Tt is the worst policy a 
government could follow. I 
hope they do not use the fecil- 
ity for the defidt" he said. 

Last year, the government 
planned to reduce its foreign 
debt a strategy that has now 


been reversed in tbe -feoe of 
mounting budget deficits. . 

Turkey, which is rated B4- by 
Standard & Poor's, had exte- 
wai debts of C73.28ba at the ^ 
of 1995. The TYeas^ is fore- 
cast to pay 57.79bn in prlndpal 
and ^.29bn in interest this 
year. 

Turkish bankers e^iect the 
Treasury to have little trouble 
raising tv-Shw to $3bn in tiie 
second half. 

However, a senior Turkish 
ba^er said: “Markets are 
ready for Turkish risk, but it 
all depends on political stabil- 
ity. International markds wiD 
get nervous if the stru^e 
between [the coalition govern- 
ment] partners contmnes.” 

Bitter rivalry between the 
two parties in Prime kfinistar 
Mesut YOmaz’s two-month-old 
conservative coalition threat- 
ens the govenunent’s stability. 
Political analysts and business 
executives doubt the govern- 
ment can survive u n ti l Deo^- 
ber. 
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markets report 

Political 


By Phyip GawHh 

Optimism about the fomtation 
of a new goveEnmeat yestetxlay 
helped the Italian iim reach its 
strongest level against the 
D-Marh since Octoba- 1994. 

The lira closed at L2,014 
against the I>-Mark in London, 
up from Ll,023 on Friday. 
These gains were made against 
a general backdrop of D-Matk 
weakness, although the lira 
was the currency which fnarf^ 
the most significant gaiwc 
^ dollar consolidated the 
gains made on Friday against 
the D'Mark, finishing at 
DM1.5336, from DM1.S249 
Against the yen, it finished 
lower at Y104.97. from Y105.35. 
The yen was also stronger 
against (he D-Mark, finUhinp 
at Y68.43. firom Y69.08. 

Sterling lost ground against 
the dollar, closing at $1.5141 
from $1.5226. but was little 
changed against the D-Marit. at 
DM2.322. from DM2.3217. The 
trade weighted index finighari 
at 814 from 84.1 


WORLD INTEREST RATES 


optimism pushes lira to 18 month high 


B Despite its fairly tepid per- 
formance yesterday, the big 
theme in the markets at pres- 
et is whether the period of 
^Mark weakness is over, 
bringing an end to any hcgies 
of an enduring dollar i^y. 

Cleariy nerves are beginning 
to get a bit frayed. Such is the 
deduction which must be 
&^nn the stem note sent to cli- 
ents yesterday by Mr Brian 
Morber, a London based tedi- 
nical analyst. “Some clients 
were in a state of panic on 
Wednesday afternoon, i don’t 
teow why. The dollar closed at 
DM1.5163. frilly 0.0008 clear of 
the necessary stop. If you want 
to anticipate a stop, that’s your 
business. It isn't mina and ft 
isn't what tAchwi>»a| anafagia is 
about. What is analy- 

sis about? Discipline, first And 


P Found la Haw Vifc 
Kit 13 — UM- ' 

CM 1S155 

I nn TS14t 

SiDlh )S120 

IV 1S0S7 


' nw. dm- 
1 -S9M 
131S7 
1S1B3 
1.S1« 


second. And Qurd.” 

Having rounded on the ikint- 
hearted, Mr Marber proceeded 
to affirm his own ^th in a 
dollar rally. Last week's events 
have not altered his timetable 
of the dollar reaching DM1.5906 
in two weeks time. But even if 
he is wrcmg. ‘that would not in 
any way alter my belief in the 
dollar's ability to reach DMl.70 
or hi^ier lata* on this year.” 

Whatever the charts say, 
analysts are more sceptical. 
E^omists at SBC Warb^ 
claim in their latest publica- 
tion that ‘it is typical when 
fundamentals beghi to show 
signs of turning, technicals 
Still allow for a final senti- 
ment-driven move.” 

One of the main reasons for 
expecting a D-Mark rally was 
comments last week from 
senior Bundesbank officials 
suggesting the D-Maris's down- 
ward correctira had come to 
an end. But Mr Hans Tiet- 
meyer, Bundesbank presideut, 
cast some doubt on this rea- 
sonii^ yesterday when he said 
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rates was continuing. 

Analysts at Deutsche Mor- 
gan Grenfell in London esti- 
mate that the D-Mark is now 
only approximately two per 
emit ovmvalued, compared to 
ten per cent a year ago, and 
five per cent at the start of tte 
year. 

Mr Chris Turner, currency 
strategist at BZW in LoEidon, 


reckons that EMU is the key to 
the dollar rallying np to 
DM1.60. “The markets are 
underestimating the fiscal drag 
on European economies as 
attempts are made to bring fis- 
cal defldts more into line with 
the Maastricht criterion. 
Because this is unprecedented 
in its scale, comparisons with 
interest rate movements in the 
past are misleading.” Mr 
Turner believes German rates 
will stay lower longer than the 
market currently believes, 
helping the dollar in the pro- 
cess. 

This view is disputed by the 
SBC Warburg team. “In the 
shorter run, fhe fiscal drag on 
the economy will be less than 
one per e8nt..nie current easy 
stance of monetary policy, 
tcgelher with assistance frnm 
the mqiort sector, should more 
than o^et the fiscal drag.” 

They conclude that “we are 
appmehing the end of DEM 
policy inspired weakness.” 
They argue that a me^ Fed 
response to the “twin pros- 


pect” M rising US inflation and 
an expanding trade deficit will 
start a “pronounced weakening 
trend” in the dollar. 

Events in Germany could 
bolster this trmid. Ms Bronwyn 
Curtis, analyst at DMG in Lon- 
don, says that last time 
Bundesbank lowered the dis- 
count and Lombard rates to 
create flexibility, hinting at 
lower rates, it Aen ftifled to 
lower the repo before turning 
tbe interest rate cycle. 

■ The Finnish markka fin- 
ished sl^tly easier against 
the D-Mark on speculation that 
the central bank might use 
recent currency strei^rth as an 
excuse to trim interest rates. 
Analysts expect rates to foil by 
25-50 basis points. 
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1 Bank Limited Ml (L— ^ 

' ACJII.0S551307D 

U.S. $100,000,000 

Fkntmg Rate Notes due 1998 

Nuoce is hereby given that (be the Interest Pdnod I3di Mjy, 1996 m 
13ih August, 1996 the Notes will carry a Rate of Interest 
of 6i}125% per armum. The Interest Amounts payable will be U.S. 
$153A5 per US. $iaO(» Nos and US. $I,53&53 per US. SlOftODO 
Note. The IntCRSt ^ryinait Das aviU be i3d) August, 1996. 


Bankers Trust 
Company, London 


‘ Agent Bank 


NOTICE OF OPTUWAL REDEMPTION 

DEVELOPMENT FUND OF ICELAND 

(FRAMKViEMDASJdDUR fSLANDS) 

(EsubUdied mkler ike lotus cfdte Republic of Icebuuli 

U.S.$35,000y000 


Retractable at heldtr*! oplkm in 1995 

NOTICE S HERBY CN&i THAT the Devdofanent Fund of leekmd fnt 
finririi to redeem on 18 June 1996 (the Kadempden Date”) ad of its 
euWmliiq 17,000,000 Fkxding Ifola Netee due 1997 (the 'Notesn 
purwonl l» putuump h d(b) et the Tenns raid CendHietB of (he Notes. On 
and dW rite raderaplien dote interad on rite Notes wil eeosa le accrue. 
Tfw Bonds togeriter with ol unmoMad ooupens cMtedied fbareio, should 
hn p niirn l r HTnr pfij m ir nt rmH Tir fT nnHnmrf nt ihn nffri-n nf fhrr R-rrtl fnr* 
ft B xJpa l Paying Agenb OS sat oul on rite rgaersa of rite M o tes . 

May 14, JPPA iortaJon 

CmBANfO 
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if you would like lo advertise, or rcqu'rc' any 
furtficr inforrr^jlion. please contact; 
Jeremy Nelson 

Tel: 0171-87:^3447 Fax; 0171-873-3063 


APPOINTMENTS 

Financial Analyst - Investment Banking 

LmdingintaTtalionai invatment company requires for Us I mcXui ent aitiirinj 
Department a financial analyst to be lee pon s i ble ior the praviaon of advanced 
Biwiiwiai aiulyais; industrial leseaich end eomperable stodiea Ixicumbwit wID 
be required to manage pi^antiOTi and ceganisation of presentedons to 
company management aasial in the etrurare. pressUslian ewculion of 

tnilial public ofiamgs^ secondeiy eqoily ofi atngs, and oonvertible debt and 
equity transaciioiis. Position requires dear nndentandlng of debt and equity 
issuing processes, abOiiy to strtidure and paloellsteqnlly offerings and 
detailed latowledge of derivative inabtuDents. Applicants, aged 25 to 30 
and afaicated to MBA standard, dtould have nAihnum ^ yeoES* 
idevanc biratness experience and be fluent in 2 European languagee in 
addition to Engfiah, Salary dica OBflOO. 

Fleese write in stridest confidence, «nd^g fun cuniculum vitae, to 
Box A5322, Hnandal 111068, One Soudiwaifc Bridge. London SEl 9HL 
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LONDON STOCK EXCHANGE 


MARKET REPORT 


FT-8&A AH-Share ind» 


Shares depressed by shift of stance in utilities 


By Steve Thompson, 

UK Stock Market EAor 

UE shares were dealt a serious blow 
by the 0^ report into con- 
trols at ITansco, the pipelines sub- 
sidiary of British Gas. A much 
harsher than expected review of 
TTaosco tarifiis stunned the stock 
market, which immediately chop- 
ped its quotations for Gas shares 
and prompted vridespread unease 
across the utilities sector. 

Such was the impact of the r^- 
latory moves against Gas that ana- 
lysts were forecasting a halving 
of the Gas dividend and warning 
domestic and international inves- 
tors about the outlook for privatisa- 


tion issues. “This is a terrible 
advert for Railtrack," said one uti- 
lities analyst 

Haunted by the Gas news, the UE 
market was always struggling to 
make headway and the FT-SE lOO 
in dex eventually ended the session 
a oA 1&.2 lower at 3,7382. n^ to 
its low for the day. Second line 
stocks were more resilient but could 
not ignore the implicatimis of the 
Ofgas report, which affected the 
other ntiliti ea. The fT-SE Mid 250 
index settled 0.4 off at 4,512.4 

Ihe daunting news about British 
Gas east something of a shadow 
across the markeL Dealers said the 
FT^ 100 had earlier kicked off in 
relatively good heart, lifted by the 


prospect of more takeover activity 
arrow s many sectors and also by the 
showing by Wall Street on 
Friday evening. Then, the Dow 
Jones Industrial Average closed 
with a 43-point advance. 

But the nixing absence of any of 
the rumoured bids, eq^ecially in the 
engineering and insurance sectors, 
where Lucas and Sun Alliance were 
seen as prime takeover targets, plus 
the unhappiness surrounding Brit- 
ish Gas. quicUy took bold and saw 
UE share prices b^in to wilL 

The build-up of downside pres- 
sure on Gas gnawed away at senti- 
ment in London and the withdrawal 
of any siqiport across the market 
saw the Footsie CaD back sharply 


before edi^ off the bottom just 
before the dose cS trading. 

Eariier, the mariset had to con- 
tend with the lack of any bid news, 
which was only partly oCEset by con- 
flrmatiQn that Standard Life, the 
mutual insurer, was looking at sell- 
ing on its 32A per cmt stake in 
Bank of Scotland, a story that first 
circulated around a month ago. 

Lucas. Sun Alliance and the rest 
the insurance sector bad been 
targeted as potential takeover 
sto^ at the of last week. 

The first of a long list of economic 
data this wee^ producer prices, 
both iiynzt and ou^ut. had little 
impact on gilts or equities. Dealers 
were bracizig themselves, however, 


S<s crucial data aa unemployment, 

aammgg ^ inHaHnn figi^ iU the 

UE due later this week. 

In the US, there are retail 
inflaticm and industrial {Auction 
numbers due in the next three 

Turnover in equities had reached 
676Am shares by ^sn, with iuul- 
100 index stocks only just 
eclipsing the leadeis and accoIm^ 
ing for 52 per cent of the total. Cus- 
tomer badness on Friday was val- 
ued at fiLdTbn. 

It was not an bad news for the 
mazket, however. A handlul of the 
leading retailers camp in for keen 
siqjport, notably and Biuton, 
both of which are due to report to 
shareholders later this week. 



EqiAy shares traded 
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hwBces and raUoa 

FT-SE 100 37392 -152 

FT-SE MU 250 4512.4 -0.4 

FT-SEnA350 1897.1 -6.0 

FT-SE-AAD-Shwe 188224 -521 

FT-SE-A AD-Shan yieU 3.75 3.74 

Best puiluiiidim sectors 



FT Ordinary index 27945 -18^ _ , 

FT-SE-A Non Rns p/e 1727 17.M 

FT-SEIOOFut Jun 374920 -1620 ; 

lOyrGItyleld 8.05 823 

Lorig gin/bquity yid ratio; 223 224 _ 
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Electronic & Beet Equip ~...~..~.-.-40.4 
Oil Exploration & Prod .■rO.4 


Bre w eries Ribe & Rest ........ ..40.4 

Alcoheiie Beveragee —....402 


Worst p wi f tw Ta in g secttoiw 

1 Gas Plstribiitian 

2 UHStles 

3 Telecommunicatiors ... 

4 
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...--112 ■ 

.-1.9 

-i.d''. 


Extractive Industriee -1 -0 

Enginoof^ Vehides —.——.-..--0.9 . 


Regulator 
blues hit 


It was a day of black 
superlatives for British Gas. 
Shares in the utility zecorded 
one of their biggest e\'er one- 
day falls. The slide of 27 
to 20lp to^ them to Uieir low- 
est level for six years and 
accounted for half of the fall in 
the FT-SE 100 index. 

Turnover came close to lOOm 
shares - the heaviest since 
privatisation at the end of 
1386. It was boosted by more 
than 42m shares dealt at 180p 
a share at the close. 

The late deal represented 
more than 1 per cent of the 
company's equity and could 
only has'e been carried out by 
one of the top 15 shareholders. 
It could have been a tax-related 
operation but could also have 
been related to a large position 
taken in the options market 
recently. At the time it was 
thought that Mr Geotge Soros 
had taken a view on the poten- 
tial recovery of the shares. 

Volume was further boosted 
by the equivalent of nearly 
lOm shares in the form of 
traded options, as analysts cut 
dividend forecasts. 

Ms Irene Ifimona, the SGST 
analyst who floated the idea of 
a dividend cut late last year, 
summed up the starit situation. 
‘'Shareholders have lost half 
their capital in the past year 
and now they are about to lose 
haff their Income." 

The cause of all this mayhem 
was a savage reduction from 
the official regulator of the 


prices that the company can 
chai^ to supply gas via its 
ITansCo pipeline business. 

And the initial shock was 
fblt not by the L5m-plus small 
shareholders, but by the big 
income funds which bailed out 
of the sto(^ on the realisation 
that the dividend is only goii^ 
to go one way. 

Ms Himona's analysis that 
the di\idend will be halved is 
based on the worst ease sce- 
nario presented by Ms Claire 
Spottiswoode, the regulator, 
which would lead to an est- 
imated loss of revenue of 
£900m and a dividend of 7.^ 
That dividend compares with 
I42p at the moment 

However, even the best case 
scenario, leading to an esti- 
mated £600m revenue loss, is 
r^dly not much better. On Ms 
Himona's number, the divi- 
dend then tumbles by a third 
to 9.75p. 

BoS bid buzz 

Bank of Scotland shares 
gave some suniort to a falter- 
ing market, which spied the 
next takeover candidate. 

An announcement fi-om 
Standard Life that it was con- 
sidering the sale of its 32 per 
cent stake in BoS was seen as 
putting the latter in play. 

One analyst commented: 
“Bank of Scotland says it has 
an amicable relationi^iip with 
Standard Life. Bnt Standard 
has a duty to get the best price 
for its shareholders. It does 
that by selling to one party 
and that party is likely to be a 
potential bidder." 

Interested parties could 
include a big player, such as 
HSBC, making an outrigfat bi^ 
or a smaller operation, such as 
Abbey National, going for a 


merger. Specialists believe 
that, although possible cost 
savii^ are not significant, a 
bidder could afford to pay 
between 300p and 3S0p per 
share. 

Bank of Scotland jumped 14 
to 252‘/>p, HSBC 8 to g63p and 
Abbey National 6 to 562p. 

Caradon lower 

Building materials leader 
Caradon had another eventful 
session, with sentiment 
lookiDg very ragged ahead of 
today's annual meeting. 

The group is heavily gea^ 
towards the refurbishment side 
of the trade and doubts about 
volume trends were rife among 
dealers yesterday. Down 9 on 
Friday, the shares dipped a fur- 
ther 3 to 224p in above average 
turnover of 42m. 

Timber specialist Meyer 
Internationa] rose 11 to 448p 
on weekend press stories that 
builders merchants rival Wol- 


sel^ was filling up a takeover 
bid. Wolseley lost 3 at 458p. 

Initial Investor enthusiasm 
for a missile link between Brit- 
ish Aerospace and Kfotra. of 
France, waned as the day wore 
on and BAe, up 16 at one st^e, 
closed 11 ahead at 87^. 

Analysts cautioned that the 
joint venture faced a number 
of tests before agreement in 
pruu^e could be turned into 
a done deaL The deal involved 
BAe. the junior partner, in a 
cash, payment of up to fiUQm, 
and was rig p^dent on a Minis- 
by of Defence order. 

fell to the bottom of the 
FT-SE Mid 250 rankings follow- 
ing unfavourable news from 
the US on asbestos litigatiim. 
The stO(^ ended off more *Han 
7 per cent, tumbling 13 to 16^. 

Transport leader British Air- 
ways moved against the mar- 
ket trend, adding 6 at 535p in 
above aver^ trade of SJSm. 

The driving force looked to 
be weekend press coverage 
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INSURANCE 

the increasing complexitks and competition wi^in the 
insurance marhet it is crucial that you stay aware of the core 
developments slumping Ihe global insurance industry. 

Benefit from the unmatched analysis of key 
industry issues within the following reports, 
priced between £250 and £350. Please tick 
relevant boxes for further information: 

□ Insurance in Asia 

□ Global Commercial Insurance Broking 

□ The Top 20 UK Insurance Companies 
□ The Top 20 Global Insurance Companies 

□ The Top 20 European Insurance Companies 

□ Global, Marine, Aviation & Transport Insurance 

□ European Healthcare Insurance 

□ German Insurance Industry 

□ Insurance in the EU & Switzerland 

□ The Future of Lloyd’s and the London Market 

□ Insurance Opportunities in the UK Personal Debt Market 
□ The Marketing and Distribution of European Insurance 

□ New Opportunities in the Latin American Insurance Market 

□ A Strategic Analysis of UK Insurance Markets 

□ World Loss Log 
□ Captive Insurance 

□ Direct Insurance in Europe 

□ European Motor Insurance 

□ The Global Insurance Market 

□ European Insurance Law 

□ The US Non-Life Insurance Market 

NEWSLETTERS 

□ World Insurance Report □ World Policy Guide 

□ East European Insurance Report 
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pointing to a possible merger 
between BA and American Afr- 
lines. There has been plenty of 
talk about break-through mar- 
keting deals in the US for BA. 
bnt an outrigbt merger look^ 
to be a new twist on the story. 

Airports group BAA dipped 4 
to 5^ after the announce- 
ment of subdued traffic figures 
for April 

Pearson gained 13 at 712p on 
press stories that it is poised to 
float its television interests. 
Peaison decfined to oomment. 

In the breweries, pnbs and 
restaurants sector, Wolver^ 
hampton & Dudley rose 8 to 
692p after publication of a five- 
day delayed trade, according to 
an anal^ JJ). Wetiterspoon 
fell U) to 93op. with, some mod- 
est profit-t^shig. while Harry 
Ran^en's, the fish and chip 
chain, leapt 38 to 418p, tempt- 
ing bid spMOlation. Market- 
makers said the sector was 
fEurly lively and there was a 
shortage of stock. 

Whitbread nudged iq) 3 to 
748 p on media repi^ that it 
was near to securing a long 
term licensing agreement with 
Labatf s, the Canadian brewer. 
Bass moved forward 6 to 790p 
on the back of the reports, 
altiiongii analysts had widely 
varying explanations of how 
the changes at Whitbread 
would affect the industry and 
Rase in particular. 

Allied Domecq rose 2 to 502p 
on the eve of its interim 
results. However, NatWest 
Securities warned that 
short-term expMtations may 
be overoptimistic. 

SBC Warburg moved from 
“Tniy" to “hold" on con^omer- 
ate Charter and the shares 
came off 9 to 963p. Worries 
about the book-to-bill ratio for 
US semiconductors wme said 
to have unsettled Cookson 
Group, which fell 5 to 306p. 

Hotds. property and leisure 
group StaMs hardened 2 to 
llOp. foDowing the news that 
the company bad bou^ Llv- 
in^efl Health and Leisure, 
wMch operates in the private 


health club sector, for £19.75in. 

Sentiment in the stock was 
further enhanced by a state- 
ment fi-om the company in 
which it reiterated its taiget of 
15 per cent annual eaming s 
growth without the need for 
further major acquisitions. 

One anal^ said: “Iliis is a 
very goc^ acquisttion. Stakis is 
alrffl^ in health clubs but this 
win give the company expe^ 
tise and new oppo rtun ities." 

After Manchester United's 
victory in the Football Assooar 
ti(Hi cup final at the weetend, 
the shares were in favour yes- 
terday, gaining 7 at 347p. 

Royal Bai^ of Scotland 
dipped 6 to S20p as SBC War- 
buz? took the stock off its list 
of reen rnmendat jons. 

MARKET REPORTERS: 

Peter John, Jod Klbazo, 

Jeffrey Brown, Lisa Wood. 
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NEW YORK STOCK EXCHANGE PRICES 
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a ^a«0nT ISO 33 16 1368 47% 47 47% 4-% 

32%SalecMll 2l 1824 44% a 44% «l% 

45%31%8bb« 1S8 35 183SS2 43% 42% a% 4% 
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Technology 
sector leaps 
sharply ahead 


Wall Street 

Technology shares moved 
higher early yesterday while 
other sectors hovered near to 
Friday’s closing levels as inves- 
tors awaited key economic 
data due out later in the week, 
un'ies Lisa Bmitsten in New 
Ytait. 

The Nasdaq composite was 
on course to set a second con- 
secutive record high as it 
strengthened 9.26 points to 
1J!12.06 in early afternoon trad- 
ing. The Pacific Stock 
Exchange technology index 
was 1.3 per cent ahead. 

Hewlett-Packai^, the com- 
puter and computer printer 
company, and i^>plied Materi- 
als, the semiconductor maker, 
bo^ advanced ahead of their 
quarterly earnings reports due 
out later this week. HP added 
$3^4 or 4 per cent at $U2 and 
Applied fiffoterials was up $1^ 
or 4 per cent at $39%. 

Both AGcrosoft and Intel, the 
two larg^ companies on the 
Nasdaq, were also stroz^r. 
Microsoft climbed $2% to $117 
and Intel $1% to $70%. 

Smaller companies were also 
strong as the Russell 2000 
small-cap traded In record ter- 
ritory with a gain of 1.64 at 
Se^79. 

TracUng on other indices and 
in the market was lack- 
lustre ahead of today's release 
of ^ures <m retail sales and 
the consumer price index, but 
the yield on the bencfamaik 30- 
year Treasury bond remained 
below 7 per cent in early 
trading. 

At 1 pm the Dow Jones 
Industrial Average was 1126 
stronger at 5,529.40. the Stan- 
dard ^Poor’s 500 rose 224 to 
654.93 and the American Stock 
Exchange composite gained 
3.31 at 594.64. Volume on the 
NYSE came to 198m shares. 


Mexico up modestly 


Mexico City was modestly 
Ormer at midsession as the 
market consolidated last 
week's S per cent gain. The IPC 
index was up 20.02 at 3236.16. 

SAO PAI^ gained ^und 
as the maricet awaited impor- 
tant congressional votes later 
this week. The Bovespa index 
was ahead ijB per cent at 54236 


by noon. BUENOS AIRES was 
searchii^ for inspiration amid 
a dearth of corporate news. 
The Merral index had gained 
227 by midsession at S7225. 

In SANTIAGO the situation 
was much the same as the 
IPSA index reflected upon a 
good rise since April. The 
index was down 0.66 at 101.00. 
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Strong $ helps Frankfurt to make good progresi^ 


ValueJet slid $4% or 24 per 
cent to $13% in the wake of 
Saturday's crash of one of the 
airline's DC-9s in the Florida 
EveisMss. An ana^ at Alex 
Brown & Sons downgrade the 
shares to "neutral" from 
“strong bay", citing worries 
that the discount carrier could 
lose passengers due to native 
publicity stemming from the 
crash. 

Healtbsource lost $7% or 22 
per cent at $24% after the 
health maintenance organisa- 
tion (HMO) reported weaker 
than expected first-quarrter 
earnings. In the last quarter, 
Healtbsource earned 22 cents a 
share, 3 cents below the mean 
estimate from analysts. 

Canada 

Toronto overcame early weak- 
ness to trade flat at midses- 
sion. However, shares were 
inhibited by a volatile bond 
market, hit by renewed con- 
cerns over Quebec, after the 
Canadian goyernmeat said last 
Mday that ft would intervene 
in a court case challenging 
Quebec’s ri^ to secede uni- 
lateraliy. 

Quebec's separatist govern- 
ment said that one option was 
to call a Fpap election and Mr 
Luden Boncbard, the Qudrec 
premier, held an emei^ncy 
cabinet meeting to discuss 
option s. 

Ihe TSE-300 composite index 
was Just 0.39 higW by midday 
at 5,177.20 in volume of 412m 
shares. 

Banks were heavily traded. 
Royal Bank of Canada rose 30 
cents to C$332S, while Toron- 
to-Dominion Bank jumped 40 
cents to C$24.05. 

Bre-X S^erals rose C$U to 
C$212. The Calgary-based 
group said last we^ that 
shareholders had approved a 
lOJor-mie stock split 


Dollar strength and a generally 
opti mistic mood helped 
FRANKFURT ahead. The Dax 
index rose 27.39, or 1.1 per cent, 
to 2y496.17, but just failed to 
breadi the 2,500 level In the 
Ibis, the market closed at 
3,496,33. 

Veba was among the best 
performers, hhting an all-time 
high of DM78AQ be^ falling 
back to DM78.S5, up DB42A8. 
and to DM7&95 in the Ibis. 

Volkswagen, ahead DM2.75 
at nU533.25, recovered from a 
pre-bourse fall, after the 
vehicle manufacturer 
aBQOQQced on Saturday that it 
was takiDg defamation action 
against General Motors, of 
the US. 

PARIS was nervous and the 
CAC-40 index ended the ses- 
sion off 13.95 at 2.100.85 in 
turnover of FFiSAbit 

There was ploi^ of interest 
in Valeo, as news emeiged that 
TRW, of the US, was a 
fmnt-mnnftr to buy the 28 per 
cent stake held by Cerus, a 
company controlled by Mr 
Carlo Da Benedetti of It^. 

Valeo put on FFtOlSO, or 3.5 
per cent, at FFt 291.40, after a 
session high of FFt23S, while 
Cents add^ FFr5.10 at FFrlOl. 


ASIA PACIFIC 


BNP fell on speculation that 
it mi^t sell its stake in Suez 
at a discount: BNP moved 
down FFr4.20 to PFr203.60, 
while Suez lost FFr3.60 to 
FFiSOSAQ. 

Eurotunnel, im 2b centimes, 
or 3.8 per cent, to FFt6.75, was 
in the ascendant as hopes znse 
that President Jacques Chirac, 
on a visit to the UK today, 
mi ght ask Prime Minister John 
Major for an extension of the 
Channel tunnel operator's 65- 
year licQice. 

Lagardere moved ahead 
FFri.90 to FTtl^!so, as it was 
aosounced that it had agreed 
to form a misiles jmnt venture 
with British Aerospace. 
According to Lagardere, the 
new company, to be known as 
Matra BAe Dynamics, would 
be Europe's biggest missile 
concern. 

AMSTERDAM was steady as 
the AEX index put on 0.76 at 
355.67. off a high of 558.34. 

ABN Amro made another 30 
cents to F18A30 in follow-iQ) 
buying, which followed last 
week's news that it was m^- 
ing its equity capital 
operations with Rothschad. 

There was enthusiasm In 
Tulip and Vofamac. after PIT 
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said that it would intensify 
computerisation of telephone 
h illing - Tulip climbed FI l.lO to 
FI IRIO and Volmac FI 1.40 to 
FI 32.10. 

ZURICH was flat as the mar- 
ket's recent declines and this 
w^’s economic data from the 
US weighed on prices, 
although last week's selling 
pressure subsided. The SMI 
indev edged up OA to 3.357.8. 

Roche certificates rose SFr2S 
to SFT9.4ra as CS Research, 
which forecast further 
increases in profits this year 
and in 1997, recommended 
overweighting tiie shares. 

Zurich Insiu^ce was SFto 
hi^er at SFr333 in response to 
Friday's better than expected 
1995 results and on buy recom- 
mendations. Winterthur fell 
SFrl3 to SPrT52, with some 


investors said to be switching 
to Zurich. 

MILAN was higdier in res- 
ponse to a firmer trend in 
domffltic bonds and the lira, 
a^ on expectatioos (bat a new 
goi'emment would be formed 
fay the end of the week. The 
Comit index rose 6.53 to 663.39, 
while the real time Mibtel 
index turned back from a day's 
high of 10,628 to finish 27 
ahead at 10^70. 

Montedison jumped to an 
early L9S3 on a report that a 
group of shareholders with up 
to 19 per cent of the shares was 
pushhig for the break-im of the 
company, to release share- 
holder value. The shares fin- 
ished L31.2 higher at L9Si after 
the managing director said 
that the group intended to 
remain in its current form. 


Insurers were mostly lower 
after last week's disappointing 
results from SAl, down L582 at 
L15,983. Generali feU L232 to 
1^,946 and RAE was marked 
down Llld to Ll7,09l 

OSLO was helped by a stron- 
ger oil price, as well as a good 
performance from Hafslund 
Nycomed. the phaimaceuticals 
company, wbi^ put on NKT? 
at NErl84. The All-Share index 
ed^ up 0.3 per cent to 821.06 
in turnover (ff NKrlhn. 

Hafslund was popular on 
reports that the annual share- 
holders' meeting might 
approve a proposal for the 
group to be split into two 
wimpanias. one concentrating 
on enei^ and the other on 
pharmaceuticals, both of which 
could be vulnerable to take- 
over. 

Kvaerner retreated NKrlO to 
NRi247 owing to a strike by 
ship yard VTorkers, the first in 
70 years. The strike was 
announced after members of 
the United Federation of Trade 
Unions rejected a wage agree- 
ment with employers. 

STOCKHOLM edged lower 
on a day in which trade was 
dominate by a SIvrl.5 advance 
to SKi303 in Astra, the drugs 


group. Tlte A£3zsvSr2d^ gBi. 
eral index slipped 5.0 to 
but turnover was mfiated liy 
technical frade aimed at redta^ 
tax on dividends. - . . 

The for^try sector 
broadly lower, the snb-fridex 
fa ffin g 1.1 per cent, MoOo 
SEr4 to S&3S3 but Jte6ippn$n 
edged up SI^AO to $Eiri64<4ir 
heavy trade. iv 

Skandia, the insurer, ':rq3e 
SKr0.50 to SErl64 after-lt 
announced a donAfing m:flrst- 
quarter profits. . V 

HELSINEl ended hi^er, 
helped by firm bonds and 
stronger US stocks in eaUy 
dealings, and. the Hex -index 
picked up 6.24 to l, 94 a 97 . ^ 
Nokia came off lows to 
FM2.60 down at FB£Z67.9p. 
]na*diing a higher opening mt 
Wall Street Raisio reacZfed 
another all-time peak -of 
FM214.O0. up MiXH hr fur- 
ther respcxise to rep^ abdot 
its Benecol maxgailne. Fhm- 
iinas hit an u-month U^'-at 
FM95.50. up FM3.S0, -a^er 
becoming Swedish Klsp^- 
tion’s largest owner with a 23.7 
per cent stake last week. ‘ 

WrfttBD and mDImI by Mchaal 
Morgan and John Pttt 


Nikkei loses ground as Hong Kong rallies 1.4% 


Tokyo 

Lingering worries over interest 
rates depressed shares and the 
Nikkei 225 average finished 1.2 
per cent down, writes Emiko 
Terasono in 

The Nikkei lost 248.30 at 
21,171A2 after mov^ between 
21,170.72 and 21.504.02. While 
shares rose tn the mornin g 
thanks to the dollar's gain 
against the yen, most investors 
remained inactive, prompting 
arbitrage unwinding in the 
face of a decline in futures 
prices. 

The Topix index of all first 
section stocks fell 14.82 to 
1,643.10 and the Nikkei 300 
shed 2.78 to 303.13. Losers led 
gainers by 821 to 246, with 166 
issues unchanged. 

Volume was 330m shares, 
against 464m. Althoogh foreign 
investors picked up some 
shares which were hit by arbi- 
trage unwindii^, many stayed 
away. Traders said there 
seemed to be a recent luU in 
activity by foreign Investors, 
who have been leading buyers 
from the start (A the year. 

In London the ISE/Nikkei 50 
Index put on 3.08 at 1.426.19. 

Higb-tecfanology issues were 
lower in spite of the yen's fall. 
Toshiba dipped Y9 to Y777 and 
Old Electric Y17 to Y773. 

Speculative stocks fared 
welL Copal, a camera shutter 
maker, rose Y54 to Y904 and 
Eanematsu-NEE Y260 

to Y4,740. Profit-taking hit 
Nagasakiya, off Y23 at Y7B7. 

Large-raiataZ steels and ship- 
build^ fdl on active tradiz^ 
Mppon Ste^ the day’s most 
active issue, lost Y6 to Y3S7. 
Mitsubishi Heavy Industries 
eased YB to Y902. 

dnanrials declined on inte^ 
est rate concerns. Industrial 
Bank of Japan shed Y20 to 
Y2,700 and Sakura Bank Y40 to 
Yl,110. Brokers were lower. 


In Osaka, the OSE average 
slipped 143.93 to 22.980.60 in 
vohmie of 25.6m shares. 

Roundup 

Lower than expected US pro- 
ducer prices, announced last 
Friday, spurred HONG KONG 
1.4 per csit h^her altboiigh 
trade remained very thin. The 
Hang Seng index gained 148.27 
at 10,748 in turnover down to 
another year low of HK$2.9bn. 

Analysts said the Sino-US 
copyright protection talks 
whi^ h^an yesterday aimed 
at averting mutual trade sanc- 
tions add^ to market lethargy, 
but the consensus was that 
another eleventh hour compro- 
mise was likely. 

The property sector rallied 
as strong housii^ sales over 
the weekend boosted senti- 
ment Sun Hung Kai Proper- 
ties. which sold out all of the 
640 units H offered at a Shatin 
development, dimbed to 
lfii[ST3.5Q. Cheung Kong rose 
HE$1.25 to HK$52.76. as -did 
Henderson Land to HK^.25. 

SINGAPORE was boosted by 
late d^nand fear blue chips and . 
the Straits Times Industrial ' 
index moved fozmrd 15.22 to i 
2,3®.46. I 

Among actively traded 
shares. Singapore Telecom 
picked up 6 cents to S$3Jr4. on 
demand pronqited by the stock 
beii^ included in the MSCI 
index soon. 

ST Automotive foreign led 
the losers witii a 26-ceDt drop 
to S$iS2 after recent gains. 

SYDNEY saw a decline in 
mining stocks c^et by gains 
across otiiOT sectors. The All 
Ordiziaries index ended off 0.5 
at 2.^6S. Turnover was 306m 
shares valued at A$643Am. 

One of the main features was 
a revised takeover offer by 
M(^ of the US, for Ampolex 
which left the latter up 29 
cents at A$4.^ The new offer 


S African industrials recover 


Jtdiaimesbiirg was mixed, with 
indostrlals supported by a 
turn in senttanent but off their 
best intn-day levels and golds 
easier on a softer bnllion 
price. Tie overall index aided 
48A up at 6,794.2, industrials 
advanced 9X3 to 7.913.4 and 
golds declined 14.5 to 1,986A. 


De Beers added R2 at 
R144.25, 5A Breweries rase 
R2.75 to R118A0, An^os was 
R5.75 ahead at R264 and 
Richemont put on R2 at R62. 

Iscor dipped 24 cents to 
R3.49 on news tiiat results for 
the second half would be sub- 
stantially lower than ejected. 


of A84.64 for each ordinary 
share and AS4.66 for each pref- 
erence share values the com- 
pany at ASl.7Sbn, up from 
ASL64ba. and has the backing 
of the Ampolex board. 

TAIPEI was beset by profit- 
taking after finazicial issues 
had surged in eariy trading. 

The earlj' rally had been 
driven by reports that a gov- 
ernment fund would begin buv*- 
ing shares to boost the market 
ahead of the 20 inaugura- 
tion of the president 

The wei^ted index eased 
18.58 to 6.127.19. after profit- 
takers began SeOiZlg Rnanrifll 
azid construction issues when 
government buying failed lo 

matPi-iallsfl 

KUALA LUMPUR gave up an 
early lead to close mostly 
lower as investors locked in 
profits on contmoing concerns 
about the market’s near tenn 
direction. However, demand 
for some index blue chips 
enabled the composite index to 


close 3.90 up at 1,163.96. 

Proton jumped M$l.50 to 
MS13.70 in late trade on pro- 
gram buying amid rumours of 
strong results helped by a 
weaker yen. 

Land & General feU 33 cents 
to M$620 (m news it is selling 
its 19.99 per cent stake in the 
brokerage Rashid Hussain, 
which had been contributing 
25 to 30 per cent of Land 
& General's annual pre-tax 

SEOUL was higher on 
demand for construction and 
financ ial shar es, and the com- 
posite index, which ran into 
profit-taking pressure late in 
the session, ended 8.09 ahead 
at 978L73. 

The construction sub-index 
rose 2.3 per cent, boosted by 
the prospects of rising demapfi 
for infrastructure construction. 
Fooi^ Lim Industrial went 
limit up. gaining WonSOO to 
Wonl4.900, and Daelim Indus- 
trial also rose to its daily 


limit of Wonl7.100, up WongOO. 

Several finanrial shares also 
went limit up on rumours that 
South Korea's major business 
groups were seeMng to take 
over tbedr managements. TTie 
financial sub-mdex moved £in^ 
ward L7 per cent 

BOMBAY finished higher as 
Tisco and Telco recorded sh^ 
gams in a no-delivery period 
ahead of their book closure. 

ana^sts noted that most 
foreign funds had stayed on 
the sidelines as politu^ par- 
ties scrambled to gamer the 
majority required to form the 
next govemmsit The BSE-3Q 
index firmed 56.85 to 3.731.24. 

Shares of FTC Hotels shot iqi 
Rsl8 to Rsl72 on improved 
results for 199546. 

MANILA saw few gains as 
most Investors became cau- 
tious following last week’s 
steady rise. The composite 
index put on 5.62 at 3,117.05. 

PNB strengthened 12.50 
pesos to 422.50 pesos as for- 


eign investors took an interek. 

BANGKOK moved mode^* 
higher, with most investors 
awaiting first-quarts results' 
due durizig the cour» of -the 
week. The SET inda rose 
to L32450 in volume of 94.Sm 
shazss worth BtoSba. ' 1 

In addition, the prospect oi a 
cabinet reshuffle made 1^1 
investors cautious. . ' 
TTie bailing sector TOse.0.S 
per cent. Bai^kok Bank, the 
country's largest comznefeial 
bank, add^ Bt4 at Bt2ffl.0Q 
volume oi iSm shares. 

JAKARTA saw sdective b^'-; 
ing by fore^ funds an<i profit- 
taking by local investors, in 
second-line stocks. The JSX 
u^es moved up 2.21 to e2L49. 
Tnznover was Itol99hn. 

COLOMBO slipped at the 
close as foreign buying 
and late local ret^ seUii^ 
trimmed early gains in the 
financial sector. The A^thare 
index lost 1.8 to ^.4 aS tum- 
over dropped to SLR&ia2in. 
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BUSINESS AND THE LAW 


Ruling after row 
over coal sales 


,4r 2**® European 

j_ijL M y'^tV of Justice 

ruled that 
recommendations 


issued 


European Commis- 

amoPEAN under the 

COURT European Coal 

7 3nd Steel Commu- 

nity Treaty may be relied on bv 
individuals before national courts 
wlure their provisions are uncon- 
ditional and sufllciently precise. 

ITiis ruling followed complaints 
to the Commission by independent 
coal producers in the UK concern- 
ing the purchase of coal by tbe 
Central Electricity Generating 
Board and its successors. National 
Power and PowerGen. 

Most of the coal required for 
electricity generation was pur- 
chased from British Coal. How- 
ever. some was purchased from 
independent producers. These 
additional supplies were bought 
on different terms, and the inde- 
pendent producers alleged this 
was contrar>' to European law 
because it constituted an abuse of 
a dominant position. 

The Commission dismissed tbe 
complaints relating to the period 
#fteT tbe generating board had 
ceased to purchase coal, but made 
no ilnding with regard to the ear- 
lier period. 

The plaintiBis brought an action 
in the English High Court for 
damages against National Power 
and PowerGen for the period 
1985-90. lie claim alleged the two 
electricity generators had discrim- 
inated against them in purchasing 
coal on terms less favourable than 
those offered to British Coal. 

The High Court stayed the pro- 
ceedings and referred certain 
questions to Luxembourg. The 
' European Court had to decide first 
which treaty was rele\'ant to the 
case - the European Coal and 
Steel Community Treaty or the 
Treaty of Rome. 

It reiterated that the extraction 
of unworiced coal fell within the 
scope of tbe former and found that 
the plaintiffe were engaged in coal 
production within the territory of 
a member state within the mean- 
ing of the same treaty. By con- 
trast, the generators were not 
engaged in such production and 
did not fall within its relevant pro- 
visions. 

Insofar as tbe relevant provi- 
sions applicable to the purdiasing 
practices were concerned, 
felthouidi the European Court's 


Jurisprudence demonstrated that 
Rome treaty rules could be appli- 
cable to products covered by the 
9^ 3nd steel community treaty, 
in the present case the alleged di^ 
crimination fell wholly within the 
scope of the latter. 

In particular, the European 
Court noted the Commission was 
empowered under that treaty to 
make appropriate recommenda- 
tions to member states when it 
foimd that discrimination was s^?- 
tematically practised by purchas- 
ers. 

It ruled that the treaty covered 
situations in which the discrimi- 
nation alleged was to the detri- 
ment of coal producers covered by 
the treaty even where the pur 
chasers were not so covered. 

It further ruled that these provi 
sions provided tictims ol such dis- 
criminaiion with effective legal 
protection. Tbe Commission could 
not only prohibit any unlawful 
conduct found to exist, but also 
draw all the consequences as 
regards the effect such discrimina- 
tiou could have had as between 
producers and piurbasers. even 
before the Commission had taken 
action. It was thus clear that the 
coal and steel community treaty’: 
provisions constituted the rele 
vant legal framework. 

The European Court then 
turned to tbe question of whether 
tbe Commission recommendations 
were of direct effect and could be 
relied on in national courts. 

Tbe relevant provisions of the 
treaty did not pennit individuals 
to contend before national courts 
that any alleged discriminatory 
behaviour was contrary* to the 
treaty rules before the Commis- 
sion had made a recommendation 
on the behaviour. 

However, once a recommenda- 
tion had been made, if its tenns 
were oneonditional and suffi- 
ciently precise, then those t^ms 
could be relied on directly by indi- 
vidnals before the national courts. 

Finally, it said that Commission 
decisjons relating to complaints 
were binding on the national 
courts, but that the courts could 
request the Europecm Court 
to mle on the validity or interpre- 
tation of such decisions. 

C-18194: B<V)kms v National Pouer 
and PowerGen, ECJ 6CH. May 2 
I99& 

BRICK COURT CHAMBERS. 

BBUSSEI^ 


I n spite of tbe High Court’s 
endorsement last week of the 
UK government's position on 
value added tax on company 
cars, tbe battle by UK businesses to 
recover billions of pounds in VAT 
looks set to continue. 

’rite companies cbim the govern- 
ment has collected the tax illegally 
on the purchase of such vehicles 
since 1973. 

Now the court’s riimiissai of an 
appBcation by Allied Domecq, the 
fo^ group. Royscot Leasing, the 
car-leasing arm of the Royal Dank 
of Scotland, and TC Harrison 
Group, the car dealer, for tbeir 
cases to be referred to the European 
Court for clarification of the hw. 
has left 1^^ advisers and accoun- 
tants ‘'astonished”. 

Their reaction stemmed not so 
much from the fact they had lost 
but &x>m Uw nature of the court’s 
judgment and its assertion t^t it 
could decide with “complete confi- 
dence" a point of European law that 
is at present before ^e European 
Court of Justice in infraction pro- 
ceedings brought against Prance by 
the £ 01006.10 Commission. 

"If the court is right, it must 
mean the proceedings a^unst the 
French government will fail and tbe 
arguments raised by the commis- 
sion are doomed to failure,'’ said Mr 
Andrew Thornhill QC, counsel for 
Royscot and Allied D^ecq. 

Tbe .source of the companies' 
complaint is a Customs "blocking 
order” that ^vents them recover- 
iug VAT paid on cars bought for 
business use since 1973. They claim 
the ban is incompatible with the 
Second and Sixth European VAT 
directives, the principal measures 
for harmonisation of VAT in the 
European Union. 

Under those directives, businesses 
that make goods and provide ser- 
vices subject to VAT are allowed to 
deduct the VAT or "input tax” pay- 
able on goods and services that they 
buy in. If they were not allowed to 
m^ce such a dednctiao, then the 
tax would be built into the cost of 
the businesses's own goods or ser- 
vices and would be pa^ed on to the 
oonsumer, who in effect would be 
paying VAT at at least twice the 
normal rate. 

That double taxation is contrary 
to the principles of the two Euro- 
pean directives, according to Mr 
Dominic Taylor, a VAT expert at 
Ashurst Morris Crisp, City solicitors 
acting for Royscot and Allied 
Domecq. 

However, recognising bannonisa- 
tion of the VAT regime within the 
EU would take time to achieve, the 
directives left room for member 
states to exclode “certain goods and 
services" fnra the dedu^on sys- 
tem. This applied particnlarly to 
those capable of bdng exclusively 
or partially used for the private 
needs of the taxpayer or its staff. 
Because of the difficolties of 


Drive goes on 
to recover VAT 

The latest judgment on company cars has not settled 
the issue, write Robert Rice and Jim Kelly 




COUF^T OF 

X. ftNi>«STEPoN rr/ 


determining with accuracy tim pro- 
portion of private use of business 
cars to be taxed, the UK govern- 
ment decided in 1973. when VAT 
was introduced, to use that exemp- 
tion to impose an order blocking 
recovery of tax as the simplest way 
of taxing private motoring. 

For years UR companies assumed 
the blocking orders ware valid and 
could not be overturned. But in 19SQ 
the car-leasing compaiues, already 
at a disadvantage to continent^ 
European rivals which are allowed 
to deduct the input tax on cars 
bought for leasing, made a com- 
plaint to Brussels. Iheir case was 
that, as th^ was no po^btlity of 
cars bought for leasing purposes 
being used by a 3pfl>dng company 
for private use, they should be 
allowed to recover tbe tax. Cars for 
leasing were also "essential tools of 
the trade”. 

’The leasing companies were 
joined by other businesses that f^t 
they should be entitled to recover a 
proportion of the VAT on company 
cars relating purely to bnsines use. 
Motor traders also argued they 
shoifid be able to recover tax on 
demonstration models. 

More than 5,000 British busi- 


nesses have now lodged claims with 
tbe VAT tribunal. But last July the 
three test cases brou^t by Ro>'scot. 
Allied Domecq and TC Harrison 
were turned down by the tribunaL 
It rejected tbeir claims for repay- 
ment in spite of a change in the 
rules in last year's Finance Act to 
allow car-leasing companies to 
recover tax on vehicles bought to 
leasing from Aug^ 1995 - a move 
sug^ting that in respect of car- 
leasing companies, at least, the gov- 
ernment accepted it was unlawful 
to block recovery of input tax. 

Tbe three companies appealed to 
the High Court, offering a number 
of arguments as to why tbe VAT 
tribunal had been wrong to refuse 
to refer the issue to tbe European 
Court First they maintamed 
question of the compatibility of the 
inC's orders with tbe Second and 
Sixth VAT directives was not clear. 

Second, they argued the case 
should go to Europe because of tte 
importance of the issue. There were 
large sums at stake - Customs and 
Exdse has estimated up to £25bn in 
back tax and interest - and a large 
number of appeals by other compa- 
Hies rest on tbe outcome. 

Third, they argued the case 


for the non-bisiuess needs of the 
taxable person. The permitted 
exemption Is concerned with types 
of goods rather than their actuM or 
prospective use in the bands of the 
taxpaj’er.” 

The blocki^ orders are not, and 
ne\'er were, invalid, he said. 

The companies hax’e found that 
interpretation ver>’ hard to accept 
Speaking after the decision last 
week, Mr Taylor said: ".Anything 
has the pos^llity of private use. 
They could say ^ey won’t allow 
any deduction on any goods and 
services and that can't have been 
the intended effect of the directive." 

Mr Peter Sheppard. Royal Bank of 
Scotland's VAT adviser, was 
equally su^rised by the jud^ent 
The commission was taking France 
to the European Court on the basis 
that it was not allowed to block the 
recovery of VAT on tools ^ the 
trade. If that w’ere true in resp^ of 
a driv'ing instructor’s car. how 
much more it must be true of 
vehicles bought to leasing, he said. 
“Cars are our tools of the trade. 
Without them we wouldn't have a 
business." 


T he decision came as a relief 
to the government. Mr 
David Ueathcoat-Amory . 
Treasurj* minister, said: "1 
am very pleased the court has 
shared riew of successive gov- 
ernments that it is legitimate to 
restrict recovery of tax as a simpli- 
fied way of taxing private use.” 

.Accountants and lawt'ers pointed 
out, however, that the actual 
amount at stake would be consider- 
ably less than the £25bD estimated 
by Customs. The European Court 
could limit the recoverabilit>' of 
VAT either to tbe three companies 
that brought the action or to the 
5,000 that have already lodged 
claims. It could also Umit the effect 
of a judgment in favour of the com- 
panies temporarily, allowing them 
to recover tax only back to 1992. the 
date when they' first lodged an 
appeal with tbe VAT tribunal 
For these reasons, accountants 
are advising other businesses which 
think they might have a rlaim to 
lodge proteaive appeals with the 
VAT tribunal as soon as possible. 

“If this goes the taxfeyers’ way. 
there will be huge amounts 
involved and there might be some 
attemik to limit tbe numbers who 
can claim," says Ms Penny Hamil- 
ton, VAT partner at Coopers & 
Lybrand. 

Much may depend therefore on 
the final number of claims lodged 
with tbe tribunal. Estimates vary, 
but Mr .Alan Buckett, VAT partner 
with Binder Hamlyn and national 
chairman of the VAT practitioners' 
group, says the total could be as 
high as 10,000. With the companies 
almost certain to on with an 
appeal to the Court of Appeal, tbe 
government is not off tbe hook yet. 


should be referred because tbe 
Europ^ Court has yet to give a 
definitive judgment on the scope of 
exceptions to the general principle 
in the directives that companies 
may deduct VAT on goods and ser- 
vices bought in. 

And fourth, they said tbe case 
should be referred because tbe 
European Commission has taken an 
interest in the issue and has issued 
an opinion that tbe Sixth directive 
does not authorise member states to 
make an exception to tbe ri^t to 
deduct VAT in respect of goods that 
are “tools of the trade". 

Tbe commission has taken infrac- 
tion proceedings against France in 
the European Court to blocking the 
recovery of VAT on a car bought 
and used by a driving instructor. 

TTie High Court rejected all these 
arguments. Mr Justice Turner gave 
the broadest possible inteipretation 
to the tems of the two directives 
dealing with exclusions to the gen- 
eral principle of deduction. 

He said: “Tlie terms of the exclu- 
sion are not concerned with the use 
to which the taxable person intends 
to put the goods but instead is 
directed to goods which, by tbeir 
nature, are capable of being used 


BUSINESSES FOR SALE 


Claire Broo^ton 0171 873 3234 


Fax 0171 873 3064 


Lesley Sumner 0171 873 3308 


$mflED0RIN$ COMPANY 

- 40 acre site on Hull Docks 

- Luffing cranes- 2x15 tonnef 
auxiliary equipment 

• 3 rr^n tonnes capacity pa.. 

• Workshops and office block 

- Coal washing plant 

- Tarmac bunkered area 

- Road.rail and barge connected 

CsflUet 

Hull Bulk Handling Umited 
Femood Honse, Femwood Driwe 
HalBRnd, WMnall. 
Notb'agliam N616 1LA. 

IM. 0115 S3S 9373 
Fax: 0115 938 9343 


PROFITABLE 

DISPOSAL 


Major water treatment 
oompany disposing profitable 
. Division selling to National 
ili^dfiers, Local Authorities 
Manufactured products 
well established throughout 
UK. ideal bolt onto 
existing business. 

95/6 E0.75M T/0 GP66% 
NP 2200K 96/7 ANTIC £1 M. 
.ANU FAX 01484 517810 



Rowtand Laboratories Ltd are 
{fisposing of their NAMAS 

.. accredited Calibration and 
■ Inspection laboralory based at 
•Potters Bar, which no tonger fits 
their core deveiopmenL 
TAJ £100.000. 

- l^ply to: E. M. Rose. The 
Rowland Group. Head Office, 
15 Chelsea Helds Estate, 
Western Road, 

London SW192CIA 


600+ LIVE BUSINESSES 
FOR SALE - MONTHLY 

Turiiovers £100k -£100M 



FOR SALE 

• Large Recognised London 

EFL(&i^asatoreign 

• . language) College. 
tJwMtoe a S8f*w5 nspfes 

■ BaiB4SS0,Rnana^ Times. OM 
=S0WhKaik Bridge. London Sei3HL 


Automobile Factory For Sale 

The exclusive may also be a car 

Classic-cars as the fancy subject for a special customer. For 
more than 30 years, our cars are handmade by an American 
car manufacturer according to the motto "The Art of Auto 
Making” an distributed world-wide. DOT-permission goes 
wthout sa^ng. 

Due to health reasons the European owner is selling the 
automobile factory. The well established enterprise also 
includes, besides the proper^, machinery, equipment and 
stock, completed and semi-completed cars. The offer contains 
the trademark in addition to the good will. 

US-Classic-Cars 

find excited customers everywhere. Due to the growing 
demand, the manuhuiturer is interested in further expansion 
and looking for distributors or general importers in all 
countries of the world. 

Furttier information is available under 
Fax-Number. Germany 6841/5059 


Humberts Leisure 


chesterfield, Dethyshire 

For sale 

18 hole golf course 

» Hawtree designed 5.723 yard fpar 69) course 
» 26 bay floodlit golf driving range 

• c. 4,000 sq ft clubhouse 

• Op- profit £138,000 (9 months to 30.9.95) 

Ref: BPJA. 1341 

23 Grosvenor Street, London WIX 9FE 

Tbl: 0171-629 6700 Pax: 0171-409 0475 


OTELS • GOLF • LETS ERE 


annual titles for sale 

Due to diversification inio other Media, 
four highly profitable annually produced 
publications are available for sale. 

Bepween them the titles have generated more than 
2.2 million sterling in advertising revenue in the last 
t^o yeare. and have established themselves as leading 
reference work-s in specific industrial and financial 
markets in the UK, USA. and world-wide where 
they are distributed by controlled circulation. 

The client list of more than 250 advertisers is largely 
made up of Blue Chip inlcmalional businesses. 

For fiirther informarion please contact us initially via 
ou!?«nfiden.ial fax : London 44 171 352 8530. 


P<r 

worldwide 


FOR SALE 
Incoming Tour Operator 


Our client is a well — tour opentnr qwcialismg 
fai iDcooiiiig toun (o tbe UK: 

• Niche sector 

• Hotel allocaiiom with nuyor chains 

• Located in Central London 

• Consistently profitable 

• Experienced, conuni Red teain 

Interested parties (princqals only) otaae write to & Ptfey 
or J. GibUHS sutiag the nature or their interest, 

Pannell Keir Fotster Cocpoiatc Fimnce 

New Garden Houx 

78 Haiwi Gardoi 

London ECiN 8JA 

Fax: 0171 782 9390 


worldwide 


" K0r ftraiCT ■« MhMoed by te btiansf 


BWMNELL 


FCRSTER 


Humberts Leisure 


Cloucestershire/Forest of Dean 

Restored period farmhouse with 
separate awaxd winning pxoBtaible 
holidaty cottage & conference complex 

• Spacious 7 bcdrtioni/S reosprion room house 
including amieie • 3 holiday cottages, gamts- luoni. 
tenuis court, paddock • Oanference centre 
• Barn with scope to conven to Airther cottages 
• About T*': ocro 

For sale fireehold 

Joint a^ats 

Humberts Humberts Leisure 

Ihl: 01242 513439 ThI: 0171 629 6700 

Fax: 01242 224663 Fax: 0171 409 0473 


HOTELS • GOEF • EEISt’RE 


DUAL FRANCHISE MOTOR DEALERSHIP 

Near SouthamptoiL Quality- uicbe franchises. £3m sales and 
growing. Occupies halTl.l acre site. A little gets. 

Would attract owner occupant or quality Croup. 

Write toBoxB4S22. Financial Hmc*, 

One Southwartt Bridge, London SEl 9BL 


LOGISTICS AND DISTRIBUTION 

- THE NETHERLANDS 


Dutcti based holding company seehs of>er& for queMiy logi&tirs and 
oisinbution business focussed towaitis the Benelux end German cnervet 
place. The business enjpys strong operating brand names amed at blue c^ip 
clientele. Established martagetneot and loyal worKfome. 

Please reply lo Sox B4616. Finanaal Times. 

One Soulhmrii Bridge. Lorxdon SEl 9HL 


GARSTON MACHINE TOOL 
COMPANY LIMITED 

gn AdminisUalion} 


The Joint Administrators, William Duncan and Andrew Thompson offer for sale the 

business and assets of Garston Machine Tool Company Limited as a going concern. 

• Business comprising light engineering, manufacture ot specialist stainless steel 
products and pressed heavy automotive parts 

• 2.39 acre site at Old Gorsey Lane/Dock Road, Wallasey, Merseyside, falling virithin the 
Citylands Initiative Area, with existing buildings and planning consent tor expansion 

• Substanbal engineering pianl comprising mechanical presses, CNC controlled 
punching machines, robot welding machine 

• Annualised turnover cE2 5 mSlion irwiuding long-term supply arrangemenls 
with 'blue chip' customers 

• 63emplcryees 

• ISO 9002 approval 


For further details please contact Alan Tidmas or Paul Morton at: 
Parv^l Kerr Forster • 52 Mount Pleasant • Liverpool L3 SUN 
Tel: (0151) 70B 8232 • Fax: (0151) 708 8169 


B ewy M laM aM » c«iir «n nMlnoi Owna gy 

■St— tfai j wda uim—n iieiwi*— 


PANNELL 

KERR 

FORSTER 


SUCCESSFUL 

CATALOGUE MAIL ORDER COMPANY 

FOR SALE 

Long-established and respected business with excellent customer 
base.Profrtabie and growing. 

Write to Box B4516 The Rnancial Times, One Southwark Bridge. London SE19HL 


BUSINESS FOR SALE 

LONDON PRINTING 
COMPANY 

Well established sheet fed printing 
nmpaiy with Die fnlhntine key fewnts; 

• BwoJy 1— e d blue chip nMtwner hose 

• LejvcIinlJ premises conveniently 
lecsicdclow mCeoml Loi^on 

• ProriuMr ea Knwvcr of £4 million 
pluc nei assets loe^t^woT Cl millkei 

tnieiesled indr buyeri or MBI teams 
plejsc reply w 

Bos B4SA5. noncial Tnni» 
OnrSoMbanrk Biidpe, LcndonSEI dUi. 


Engineering Compani' 

Lone esuMikbed prontablc busineM 
providing speciaiist rabrication, 
madiiiiinc and rining facilities to a 
bread blue chip ciuiomcT base. 
Located Souib Wlea. 
TA)£IJiit. Price £395V. 

PFMLTD 

Alexandia House. Swansea SAI 5ED 
Te(:QI7SZ4:4lll Rix: 01742 474112 


NORTH WEST BASED PRECISION 
SHEET METAL COMPANY 
e Rill CMC racOiEies 

• Pmssbep 

• Machine diop 

• £imT/0 

• Eaablished over 2D years 
0 Good coosisicol prerns 
e Good ciistantcr 

• Owner wistiins ED leiiie 
tk'iHe m Bos B45I3. FmnolTmBs. 

On Sotabesk Btidpe. I.m'-ko SE! WL 


TheNo.1 indeoenaam 

iniflgarmediuni tbiiree 

biWmssas fw sste In vhi UK 
(T/O £Un*l. For sub deals; 

V. 018K75 02W^ 


nUNTING FRANCHISE: 
MANCHESTER CITY CENTRE: 

priine siie.T/over£4n0jXI0pa, 
escdkni proTiis, superbly equipped, 
van potential. L/up. BUS £175X00 
Ref; 2850. 


CARDS & GIFTS: 
MANCHESTER CITY' CENTRE: 
two units in prime dies. WTflljaOO, 
GP 54%. famank pMcniial. wpeiMy 
equipped. BUS £2tSAXi Rel: 2V0V 


HlUtVtV SILVER HODCKRSGN aiMSBIRN 


UQUIDATIONS AND 


r I ^ H ^ 1 V 4 : Kl . / / ; 


liquidator or receiver is. 

Tel 01652 680889 
or Fax 01652 680867 
For further details. 
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TECHNOLOGY 



A computer spots an 
iDtematkmal terrortst 
trying to enter the US 
and alerts officials; 
smart televisions know exacOy 
what view»s watdi thitn^ a 
camera nxnmted on top of the 
set; a criminal- attempting to 
use a stolen credit card is 
caught because the machine 
does not recognise his fece. 

All of these scenarios - 
images both comforting and 
alarming - may soon became 
reality. Face-recognitioD ted)- 
nology, long in developmmii is 
finally approaching practical 
application and may soon 
achieve widespread use. 

One of the best systems has 
been put together at the Massa- 
chusetts Institute of Technolo- 
gy’s Media Laboratory, where 
^Uex Pentland has constructed 
an arOficial brain blessed with 
what is refnred to as ‘Msual 
intelligence”. 

This summer, the state of 
Massachusetts will roll out a 
program based on the MIT sys- 
tem - dubbed Photobook - to 
identify people who use multi- 
ple identifications to commit 
fiaud. 

&itish Telecommunications, 
which provides partial funding 
for the Media Lab work, is 
developing a security system 
based on the technology. The 
US Army is intoested in using 
Photobook for a secure-entry 
system. 

Kodak and Sensormatic, a 
large US securify firm, have 
also expressed interest Pen- 
tland even been called to 
the White House to explain 
how his technology could com- 
bat terrorism. 

Id the fliture, the program 
could help find migging chil- 
dren and provide extra secu- 
rity for AIM and credit card 
users. Tiny computer cameras 
that can mounted on top of 
the screen for just $100 (E6Q 
make it possible to use Pboto- 
book on tile Internet to vmify 
identification for electronic 
purchases and track down on- 
line pomcgr^ibers. 

Althou^ the Big Brother 
aspect may be troubling to 



I Easa T □■ral, A ^l iUa i d MIT MaJa LARiBry 

iaeW Rnes: the computer recognises faces in a compleiely dMeroit way from people, virtUi advantages aid dsadwantages ever the hwnan brsbi 

‘I know that face’ 

Victoria GrifGth on a computer system with 'visual intelligence' 


some, to others it will provide 
comforting security. 

Some of Pentland’s sugges- 
tions for Photobook border on 
the bizarre. He dreams of a 
front door camera that 
announces the identify of the 
pmson outside. ’’Wouldn't it be 
great if the camera could teQ 
os it's an insurance salesman 
outside,” he asks. 

Pentfond has also built the 
prototype of a of specta- 
cles with a tiny camera 
attached, to whisper the names 
of people he has already met. 
'That's great for me because I 
have a bad memory for 
names," be «»rpiaing_ 

The way in which the human 
brain recognises faces is 
largely a mystery. In some 
unknown way. people match 
hair colour, eye shape, nose 
size and other information to 
stored imagee of fiiends, fondly 
and acqueintances. 

Because the mfinhanigyn is 
not well understood, Pentland 
says, be bad no hope of repli- 
cating it. "Before I did my 
research, people had tried to 
teach computers to recognise 


foces based cm tamnan-like per- 
ceptions. such as bushy eye- 
brows,” he says. "But they 
never had much luck.” 

Pentland instead took a 
h^hly analytical approach to 
the inobtem. The computer, he 
escplains, recognises foces not 
by individual foatures. but in a 
holistic manner. To start with. 
Photobook 

breaks the _ , , 

image into pix- 1 HI try] 

els that make t|jg 

ito an unage on • 

the screen. Hie recOgDlS 
pixels repre- g 1 

sent a simpu- , ' 

Bed version of moOu 3 
the foce. resem- {q or thc 
bling a map of , 

various shades, HC Or 

colours and mal 

shapes. Photo- 
book’s typical 

foce, for instance , is made up 
of 1^000 pixels. 

The computer normalises 
photographs of people to com- 
pensate for di&rences in lift- 
ing, distance and other factors, 
ft then selects the foclal fea- 
tures that can most easily dis- 


*I’m tryii^ to get 
the computer to 
recognise not just 
a face, but w^t 
mood a person is 
in or the gestures 
he or she is 
making^ 


Unguisfa one foce from another. 
Researchers call these features 
"elgenfaces”. Eigen means 
"real” or "true" in German. 

The information is stored; 
when an image of the person is 
fed through the program, the 
conqFuter compares the eigen- 
foces to come up with a match. 
Because the information is dig- 
- - itally com- 
pressed to take 
« to get up less space in 
mter to computer's 
• memory, the 
not Just match «»n taicp 

Ut what place within a 

. few seconds. 

person is Pentland says 

gestures tie has 
•_ achieved 
me IS nearly 100 per 
inf^ cent accuracy 

® in tests with 

databases con- 
taining 3.000 faces, although 
critics say those tests were per- 
formed tmder ideal circum- 
stances, such as uniform li^t. 

Because the computer recog- 
nises faces in a way completely 
difierent from people, it has 
advantages and disadvantages 


WE AREN’T SHOWING ANY 
photographs of imposing mirror- 
glass buildings. No Swiss moun- 
tains either. Our clients know that 
we’re strong, have healthy growth, 
and will be around to meet their 
needs ibr a long time ro come. To 
them, this is the most imponant 
picture. 

UBS, founded in 1862, group assets $ 336 
bn, shareftolden equi^ $ 31 bn, cash flow 
$3 bn, Corporate and Institutional Finance, 
Private and Institutional Asset Management, 
Trading, Sales and Risk Management. 


over the human braia Pboto- 
book is less good than humans 
in recognising those closest to 
us. Close friends and relatives, 
for instance, can train their 
eyes to distingoish subtle dif- 
ferences In the featzires of idez}- 
tical twins, for instance. 
"That's wa)' beyond the capa- 
bility of the computer." says 
Pentland. "To the program. 
Identical twins are the same 
person." 

Yet computers have the ben- 
efit of being able to keep a 
huge number of images in 
their data h anks , it is be>'ond 
the capability of most humans, 
for instance, to match names 
to a databank of thousands of 
different faces. 

The computer is also better 
at seeing through disguises. 
"You would probabfy recognise 
me tomorrow if you saw me 
walking down the street as 1 
am now,” says Pentland, a 
bearded redhead. "But if I 
shave my heard, dye my hair 
black and put on sunglasses, 
you probabfy wouldn't" 

Beraose the computer regis- 
ters unchangeable features 


such as eye sockets, it can usu- 
ally oveiride a disguise. "Or if 
h couldn't identify the face def- 
initely. it would at least sug- 
gest a possible match." says 
Pentland. 

He is now seeking to build a 
program to recognise feces in 
even greater detail, creating 
"eigenfeature" maps in addi- 
tion to the "ei^nfaces". The 
enhanced capability could pre- 
vent terrorists, for instance, 
from escaping recognition by 
undergoing plastic smgery. 

'"Hie advantage of using the 
computer for this type of pur- 
pose is that there are not that 
many known tororists world- 
wide." says Pentland. "It's the 
same with drug smugglers - 
there are usually just a few 
hundred people causing all the 
trouble, so it's easier to add 
detail into that sort of a pro- 
gram.” 

Sensormatic, one of the com- 
panies interested in Pentland's 
work, says it is looking to 
develop a product soon using 
the eigeoface technology'. 
“We’d use It for access control 
systems, which would identify 
people for admission to high- 
security buildings.” says Hap 
Patterson. Sensormatlc’s R&D 
director. 

With the Photobook project 
up and r unni ng. Pentland is 
looking at other visual intelli- 
gence challenges. "I'm trying 
to get the computer to recog- 
nise not just a face, but what 
mood a person is in or the ges- 
tures he or she is m aking ." 

The new technology would 
have different applications 
from Photobook. Pentland is 
talkiog to car makers Nissaa 
Volvo and Mercedes-Benz 
about the possiblhty of malting 
a car that recognises when the 
driver is falling asleep, for 
instance. The idea is that the 
car would set off an alarm or 
create some other stimulus to 
wake the driver up. 

Pentland has also created a 
computer that recognises sim- 
ple band motions. He is usii^ 
this technology in a new Media 
Lab project cafled the "Smart 
Room”, which can interpret 
the wave of a hand as a signal 
to change the television chan- 
nel or lower the volume, for 
instance. 

Pentland admits that some 
aspects of his research can be 
frightening. In fact, he got 
started on the project when 
Arbltron Company, the main 
competitor of television rating 
group Nielsen, asked Pen- 
tiand's boss Nicholas Negro- 
ponte. to develop a way to 
identify exactly who was 
watching certain televtsioo 
shows. 

"Some people saw this as an 
Orwellian nightmare, although 
the reason it hasn't yet been 
used has more to do witii 
price " be explains. While some 
may feel uncomfortable with 
the idea. iocreasiDg smonymity 
has introduced an aspect of 
dangler to the world. 

In the past human beings 
spent their days interacting 
with people long familiar to 
them. Today, parents hand 
their children over to caretak- 
ers they met a short time 
before, open their front doors 
to delivery people they do not 
know, and wonder if the per- 
son sitting next to them on the 
plane could be a terrorist 


Keeping a 
watchful eye 
on security 


I n tbe film Never Say Never 
Again, a camera lens 
zooms up to James Bond's 
eye to verify bis identity by 
his iris pattern. 

ATH users in Japan may 
soon fee] like agent 007. 

Sensar, a New Jersey-based 
subsidiary of the David 
SaruofT Research Centre, has 
clinched a $26m (£17m) deal 
with Old Electric of Tokyo for 
technology to verify users’ 
identities by examhiing their 
irises. 

Oka. one of the largest ATM 
mawnf acturers in the world, 
hopes to incorporate the 
system in its machines by 
early next year. 

Sensar says that it is 
negotiating deals wltii other 
ATM makers as welL 
Tbe new technology, 
developed in tbe UK by John 
Dangman, a scientist at 
Cambri^ Unlveislfy. uses 
iris patterns to recongnise 
identity. "Iris patterns are 
even more unique than 
fingerprints,” says Dangman. 

"I don’t even use colour, 
becaose there are so many 
othm* distittgnistaing marks.” 

Daugman's method is 
similar to that used by Alex 
Pentland at the Massachusetts 
Institute of Tecbuolz^ for 
face reo^nttion. 

The camera uses algmithms 
to make simpUffod maps of tbe 
iris, thm stores the image 
digitally in the computer’s . 
database. When the computer 
sees tbe iris a^ln, it scans its 
memory to make a match. 

One ^vantage of iris ovm* 
face reo^nition is that the 
markings of the eye are more 
variable than facial featnrK. 
Even identical twins have 
distinguishable irises. 

Another benefit is that the 
camera knows when K is 
seeing a live eye because tbe 
pupa oscillates. 

"Yon cant just hold up a 
photograph of someone's iris,” 
said Dangman. "The computer 
will know H’s a fake.” 

However, the teclmok^ has 
drawbariES. For one thing. 


users have to take off their *. 
gnng iasses for the system to. . 
wm^ . > 

The system also suffeas from 
an annoying characteristic-in 
that, because the iris is a - : 
small organ, the camera has to 
come very close to the eye to - 
provide i^ttve identfficafkm. 

"You can get people in the 
military, mariiu. to put up • 
with a camera lens rl^t in 
fhmt of theh^ eye. but ATif 
nsns won’t stand for that”. . 
says John Sedlarz. ddef 
executive of Iriscan, the 
company that markets and ' 
licenses Daugman’s 
tecbnok^y. 

Oki win solve that pntolem 
by making ATM oistomme 
Insert a card first Because the 
card tells the computer who 
tbe user is. the camera niaely 
needs to confirm that foct 
That is a far easier task than 
finding a daiabaM nutch 
using the unage of the iris 
alone. For ‘that reascm, the 
system wlli work even if th^ 
user is up to Mt away. — 

paugman is now tackling 
tbe next st^, which is to use 
the technology for positive 
identiTication even wb» tbe 
subject is a reason^le 
distance from tbe camera. In 
the futur e, he hopes, ATH 
users will not ev« need a card 
to access their account 
Even if AIM mmnrfaeturers 
adopt the tecbnok^, it may 
take some time for it to 
become widespread. 

"We don't see banks going 
out and refitting aH ttefr AIM 
machines, but we do see them 
replacing old maclii&es with., 
ones that have iris reeognitidn 
devices,” says Siedlarz. 

Iriscan is also looking to 
sell iris recognition pn^rams 
for secure entrance to 
buildings and militafy basest 
where real secret agents may 
soon be idmitified ^ their 1^ 
pattern. 

Real life does sometimes 
imitate fiction. 

Victoria Griffith 






Having a good look: ilkislration of a computed iris code 


CONTRACTS & TENDERS 

THE DEPARTMENT OF 
EDUCATION AND EMPLOYMENT 
AND THE CAREERS SERVICE 

The work of the Careen Service is more imporunt than ever before. Yount; people must 
twelve the Up they need to secure the next step in education, training or employment 
that IS right for ebem so they can realise their full potenoai. 

FoU^-ing three rounds of competitive remJcnng, virtuaJly jN careen sciences are beins 
run by inilcpendcnc companies umler contract. F.arlv evjlujuon indicates that careers 
service are now more customer focused, have increased manacement flexibiUics and 
more innuenre in local economic dei-clop.-ncnt In order to build r,r. this impro^crocni, 
hr.t round Parhlinder contralto, which .ire due tn tr^iire in .Mareb 1W7 are bcinir 
offered for re-tcGder for » year ^riod along with the single London area comprising 
thc Boraugh.s n» Barnet, Lnhcld and Hanngey. ® 

Thc Secretary of State for Education and Empimiaent wishes to inrite bids &tmii 
" 5 ^ 7 !*““°"" I’*’"'*'"* Careers Scnice in the following areas in England from .April 

.Vw I; The City ot BristfJ Crjuneii. South Gioucesrufshire DisrricT CounriL Nonh 
Swersci Districr Council and Bath and North East Somerset District Council 
(Fnrnicrl^ kfiown as the Count)* ol AvunJ. 

.Area 2: Gioucesrershire County Council 
Area Surrey County Council 

Area 4: Bedford County Counal and Luinn Diutnee Council 
Area 5: Birmingham City Council 

cSSitt Council of Leicestershire, I.ciccstcr City Council and Rutland 

Area 8: The County Coundl of North Yorkshire and City of York Coundl 

Area 9; Cambria County Council 

Area 10: Metropolitan Borough of Oldham 

Area 1 1 : Metre^Utan Borough of W'lgan 

Area 12: County Council of Northumberland 

Area 1 3: Sunderiand City Coundl 

Area J* Oiw area compriring the Lornfor. of Barnet. Enfield and Haringey 

Prospectus 


Here Today Here Tomorrow. 
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T he late Fednico F^Uini 
voald have loved this 
year’s festival. Not only 
Is it by exact coont 
''Camies 48’^”: a movie 
spree foimded in 1946 having lost 
two festivals in 1548 and ’SO and 
half of one to the unrests of 1986 
But there was also a defiant show 
of Az dbloe otto on opening niph* 
this year. Spaming umbrellas even 
under pouring sUes, the glittming 
folk ascended the Palais steps to 
jaunty musiospeakers, turning to 
wave to tout Gtnnes in ever more 
rain-drenched dinner jackets and 
Dior dresses. 

Ihen they sat through a double 
bill of movies called Runaway 
Brain and Ridicule. No irony was 
intend^ by the titles, tbou^ both 
conditrans tnnmise to be as rife as 
nsaa/ in Camies, where the cerrizral 
lies down annually with the sur- 
real. 

Since the first film was a Idickey 
Mouse cartoon and the second an 
anstere French costume feature, 
perhaps another statement was 
being made at Cannes ’96. HoDy- 
wood's (gening night role as sec- 




The cerebral meets the the surreal 

Nigel Andrews reports from Cannes fiOim festival, 48V^ this year 


ond fiddle to France win continue 
throughout the festival, where the 
host nation has five features in 
competition to America’s modest 
three, an unprecedented ascen- 
dance. Half a decade after Gatt the 
French may still be trying to show 
who is boss when it comes to show- 
ily movies in Europe. 

Paris/Tittseltowtt standoffs 
seemed academic, though, on day 
two when the tint Golden Palm 
favourite emerged from Britain. In 
Secrets And Lies director Hike 
Lei^ retnius to the bl^ comedy 
of dysfrmetionallsm he perfected in 
iftoh Hopes and Life Is Sweet and 
put on bold in the bleaker, more 
portentous Naked. 

A hilariously ruefril Braida Ble^ 
tbyn - place a hundred fruncs uow 
if yon are betting on the Best Act- 
ress prize - pi^rs an unmanled 


An intimate 
view of a 
monumental 
talent 

William Packer admires Henry 
— Moore's creative ‘work in progress' 


H enry Bdoore, as some 
would argue, is 
England’s greatest 
artist of the 20th cen- 
tury. Yet even now. it 
would seem, he is acknowledged 
abroad, and especially in France, 
rather more by altical reflex and 
flssitnu rt t lO in than by act ufll know- 
led^'lh~a soise hie has been the 
victim (tf his own success. The hi^ 
public shows around the world, 
frcxQ the Belvedere at Florence in 
the 197Ds to the Bagatelle in Paris in 
the 'SQb, brou^t with them eno^ 
mous prestige. But locally and 
immediately impressive as they 
were, their curious effect was to 
make us begin to take the woik 
-^elf for granted. As yet another 
^Tast bronze reclining figure of 
Moore's last shears was laid out on 
the grass, we would duly note the 
size of -it, the weight and cost <jf It, 
and pass on. 

.JtJs4aibja respect thattbis new . 
aid rather ' small ' exhibition at 
Nantes, ten years ou fn»n Moore’s 
death, is so important and so spe- 
cial It Is'iiidbore.' There are no 
bronzes to dominate the q?ace by a 
purely material preseiice. And w^e 
some large works , are . included, 
there Is none that is above a human 
scale in Che immediacy and direct- 
ness of its workn^ We are 
reminded of the principles that 
Moore himself set out as a young 
man and which later be seemed 
almost to forget - time sculpture 
establish^ its own scale, and the 
tiniest piece may be tndy mono- 
mental: scale is a fonction not <£ 
literal size but of the imagination. 

He was, through all those early 
years, a carver - breaking < 960 , 
cutting smoothing the wood or 
stone into the form be never eqiec- 
ted but intuitively desired. Carving 
for him was never the rqiroduction 
of an irnag ft, but rather its discovery 
gnrt release. But here again we 
come up against an apparent con- 
tradiction, for this show, small as it 
is. is frilly retrospective, and after 
the war we find Moore turning 
increasin^y from carving to znodel- 


•^^{nternatioi^ 


■ AMSTERDAM 

EXHOmON 
De Nietiwe Keric 
Teb 31 -20-62681 68 

• World Press Photo: exhibit^ 

. showing the work of the Amencan 
photographerind prizewinner 
IJU^D Perkins and other selected 
press photos; to Jim 9 

■ BimiN 

CONCERT , 

Phahaimonie & Kammermusiksaal 

Tel: 49-30-2614383 ^ 

• Berfmer Barok-Orchesler wlfo 
coixhictar Konrad Latte and vr^nist 

Antja WteithMS perform works ^ 

and Handel; 8pm; May 17 

wsmoN 


Tek 49-30-3214029 
• Wasserwelten. Das Motiv des 
Was^ in tier Kunst des 
dugandstils: exhibition deyotw to 
wmer as a source of Inspiration for 
the artists of the Ait Nouveau 
movemenL The dispiay includes 
paintings, porc^n, and works in 
nietetf and glass; to Sep 15 


ling in day. from which follow the 
casting into bronze and the opportu- 
mt>’ to amplify at will the tiniest 
maquette. 

It turns out to be not quite as we 
thought For whatever the projected 
outcome of the pa^cular project 
Moore continued instinctively to 
work in mmre or less ^ old way, in 
that the immediate working st^e 
was intimate aad personal. And 
though he found hirnaelf working 
with materials that were new to 
him, he socm adap^ them to his 
own old methods. 

In particular, Iwving cast the ini- 
tial day model into plaster, as the 
intermediate stage on the way to 
the final bronze, he would find him- 
self working into it again, hacking 
and railing at It, painting, staining 
or polishing the surfoce, to get it 
ri^L In fact, plaster become for 
him not a modelling, but a carving 
Tnpdhnn, another primary working 
material to be used for its own sake. 
He was a carver after alL 
By the nature of the processes 
they usually serve, plasters are vul- 
nerable and dispensable, liable 
always to be broken up and thrown 
away once the moulds are made. 
But Moore tacitly recognteed their 
importance, not by showing them 
as works of art in their own ri^t, 
but by preseryii^ them first, and 
then by treasuring them. In the 
ISTOs he gave a gnnq) of the larger 
plasters to the Art Gallery of 
Ontario, arid a niimbpr are in the 
Tate. But most are held by the 
Foundation at Much Hadham . and 
seldom shown on account of their 
supposed frae^ty. 

The fkct is that they are very 
beautiful objects in their own ri^t, 
and a revelatum of Moore the woik- 
ing artist, most especially in his 
later years. The ineonsistendes and 
oontradictions foil away as we find 
him batfo in the stu^o with the 
work under his own hand, Just as it 
always was. Whatever the produc- 
tion lina the inflationary scde, the 
huge bronzes in the background, 
here was the primary source, here 
the real creative work in progress. 


mother o onf rtmted with the dau^- 
ter, now grown ap* whom she had 
given away for ai&ption at birth. 
Blethyn, white, discovers that said 
dao^ter is black. Iherdiy hangs 
the 2'A-hoar tragicomedy of errors, 
which soon Involves all Blethyn’s 
relatives from her grnmpy road- 
sweep^ (second) daughter to her 
portrait photographer brother, 
played in finest wounded-hedgehi^ 
Form by llmothy Spall. 

Some critics have cried “Too 
long!“ of a movie that insists on 
playing oat Its semes of comic rev- 
elation in real time. Bnt in Leigh’s 
world, people are always eneonr- 
aged to dismay their full repartoire 
of tics when they take on their new 
crosses, A long nnent take of 
mother and dai^ter at a restau- 
rant table, pjgiring at the past as 
nervonsly as they pick at their 


plates, is wonderful for what hap- 
pens in the silmces as mudi as the 
speeches. 


A t the for extreme from 
Leif’s realism is Peter 
Greenaway’s style as 
displayed, daslln^y, in 
The Pillow Book. Here 
the screen is overr un by snireal- 
ism. There are scrawled eastern 
idec^rams, frames within frames, 
bur^ of colour alternating witt 
black and white. AU this to enact 
the story of a woman author 
(Vivian Wn) whose woite are writ- 
ten on her own, then later on her 
lovers’, bare skfo: extending a lov- 
ingly remembered rhiMhnnri ritual 
in which her father used to inscribe 
birthday greetings on her face. 

The setting and cast are Oriental 
save for Scottish actor Ewan 


McGr^or, gradnating frnm train- 
spotting to tattooing as his nude 
body becomes the predons manu- 
scr^ sent between the hmnine and 
her (homosexual) publisher. 

Rhyming “sm and tmet” in this 
truth-based portrait oi the author 
of a lOtb-eentoiy Japanese “pillow 
book", recording the lady's inti- 
mate thon^ts on everything from 
court life to love adventures, 
Greenaway run s the erotic and cal- 
ligraphic togetbe* In a fable that 
accelerates into passion. Jealousy 
and vengeance. This film-maker 
often accused of coldness can 
dearly heat iq) Jacobean passions 
and obsessions whm he sets his 
heart and mind to it 

Shown out (rf competition. The 
Piilac Book knocked the life out of 
some underwronifot movies vying 
for Golden Palm. Robert Altman's 
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Work on a very human scale: Henry Moore’s ’Wanlor’ (1953-54) 


1 hesitate to call them maquettes 
or working studies. To see these 
beautifril plasters in the company of 
those faniniar early carvings - all 
comparatively amaii and some tiny 
- is to know that they too are true 
works of art. But more than that to 
see them now in the knowledge of 
the larger and more familiar 
bronzes and editions to which they 
led, is to know at last, obvious as it 
is, which ftflma first As with the 
drawings and the carvings, it is to 
know which carries the artist’s true 
touch, which the subtler and more 


particular expression, I'ex^ssion 
premiere indeed of the exhibition's 
own title. 

The bronzes have their place, of 
course, wonderfol and substantial 
monuments that they are. but not 
here. What we do have here, as we 
have not had with Henry Moore, 
perhaps, since he was a young man, 
is not the public figure seen 
tVimiigh his public art, but the art- 
ist as artist the artist at work. In 
an odd way. we have been given 
back Henry Moore himself. And all 
of this could hardly have been 


shown to better advantage than it is 
at Nantes, in the cool white li^t of 
the central court of this hand- 
somely restored museum. 

Henry Moore - l*Ezpression prenii- 
ere: drawt^, piastnu and direct 
carvings: Musee des Beaux Arts, 
Nantes, until September 8, then on 
to the Eunsthalle, Blannhexm. 
Organised by the Hnsde des Beam 
Arts, the Ennsihalle. the Henry 
Moore Foundation and the British 
Council: sponsored by la Banqne 

ao. 


Kansas City is a torpid mixture of 
thrOler and period recreation, with 
Jennifer Jason Leigh, Miranda 
Richardson and Harry Belafonte 
trying U> make sense of a story 
about jazz, kidnapping and potiti- 
eal comiption. Hou ^ao-Ifoien's 
Goodbye South, Goodly is a mad- 
deningly plotless drift through 
Taiwanese manners and morals 
frtnn tiie maker of The Pi^tpetmas- 
ter. And Stephen Ffears’ The Van is 
a Roddy Doyle comedy so oldfasb- 
ioned in its rnmbnstionsness tiiat 
we are surprised he did not enlist 
the “Carry On" team instead of the 
bravely struggling duo of Colm 
Meaney and Donal O’Selly. 

The Directors Fortnight has also 
alternated between the lithe and 
the all-over-the-plaee. Cannes’ 
showcase for radical auteurs 
opened with John Sayles’ Lone 


Star, a big liberal soap opera set in 
a Texas town so latiiered wltii past 
guilts that we conld be watching a 
Stanley Eramer melodrama. Eris 
Kristoffersou is the bad sheriff 
who dies in mysterious circum- 
stances (cueing the whodunnit 
plot). Chris Cooper of Tiom Peaks is 
the good sheriff trying to clean up 
the town’s legacy of graft and rac- 
ism. 

Much better were Steve Bnseem- 
i's Trees Lounge, a come^ of love 
and mish^ made by the hangdog- 
boyish actor we know from iteser* 
voir Dogs and Uoing With ObHoitm, 
and Michael ^nnterbottom’s Jude. 
which breathes life and wintry fire 
into Thomas Hardy's noveL Fate 
Winslet and Christopher Eedeston 
stride the Wessex landsimpes as the 
ctnmna of Eng. UL turns from Jane 
Austen, fhst nmnliqi out of books, 
to another motberlode of period 
costumes, sturdy plots and star- 
crossed lovers. 

Still to come at Cannes are new 
Palm contenders ^m Bertolucci, 
Kanrismaki, Chen Kaige artd the 
Coen and Taviani siblings. Watch 
this space. 


Opera in Monte Carlo 

The Picture of 


T he entrance to the casino is 
on the left The main door 
to the opera-house, a 
fabulously ornate gem 
deseed by (diaries Garnier and 
seating just over 500. lies strai^t 
ahead. If a choice between them is 
difficult, one can linger in the 
foyer and watch the paparazzi hop- 
ing to catch a princess or fashion- 
house chief out to play for the 
ni^t 

Going to the op«u in Monte^^lo 
is not like anywhere else. Exclusiv- 
ity is at a premium, when the 
audience must be one of the 
wealthiest in the world and the 
theatre one of the smallest (one size 
down even from the old Glynde- 
bourne). It would be easy in the 
circumstances for the Opera de 
Monte-Carlo to settle into an easy 
routine of safe and stale seasons, 
but that would be to deny its repu- 
tation as a company energetic in 
encoura g in g new operas since its 
inception in 1879. 

The tally of premieres is long and 
prestigious. Faure's Penelope and 
Pucemi’s La rondine, Ravd's L'En- 
font et les sortil^es and Massenet’s 
Don ^tichoae are among more than 
60 Operas to have had their premi- 
eres in MonteOirlo, not to mention 
the first French productions of 
operas by Richard Strauss and 
revivais Of Baroque works. It is an 
auspicious )jsL to whidi the latest 
addition was made last week - the 
premiere of Lowell Liebermann's 
The Picture of Dceian Gray. 

For the gala performance on Fri- 
day the Jeunesse dorte of the princi- 
pality were out in force, but any 
worries that the opera might prove 
to be an uncomfortably critical por- 
trait of their lifestyle were larg^y 
unfounded. Uebermann says he fell 
under the speD of vnide’s novel at 
the ^ of 13 (a teacher, being told 
that it was his fovourite book, snif- 
fled “1 certainly hope not") and his 
own adaptation is the kind that 
respectfully follows the text to the 
letter, while losing most of its 
spirit 

As Wilde might have put it the 
honest story-t^er misses nothing 
but the tmtk In setting up the con- 
trast between Dorian (3ray and his 
alter ego, the porirat Wilde is able 
to expound on various philosophical 
and moral opposites - tiie innocent 
and the comipt the real and the 
illusionary. the eternal and the 
changeable. Liebermann, under- 
standably fepiing that <•^118 would be 
diffi cult material for an opera, 
reduces the philosophising to an 
unintelligible trio near thw start and 
quickly passes on. 


Doricin Gray 


What is left is straight narrative, 
which the composer has adapted 
quite effectively for the lyric 
stage. It is, after all, a good 
short story with operatic parallds 
in the Faustian pact of Gounod’s 
opera and the rake's progress of 
Stravinsky’s. Using mostly Wilde's 
own words, Liebermann paces his 
opera judiciously and gets up a 
decent head of steam in the second 
half, where events rather than 
thou^ts start to drive the plot. But 
it is an so cautious. There is no 
sense of living on the brink. No 
moral outrage. 

I n the same way the music is 
content to accompany the 
story, rather than seeking to 
express its unspeakable 

thnngh te through a lati g iia g p with- 
out words. Liebermann is at his 
best in the traditional craft of writ- 
ing a sweet love duet or catching 
the atmospheric chin of the attic 
where the portrait lurks in the 
darkness (a mysterious edesta, as 
in Britten’s Turn of the Screw, 
comes in handy). His style is easy- 
to-absorb modem romantic and the 
Orchestre Philharmonique de Mon- 
te-Carlo under Steuart Bedford 
came across well in it 
Indeed, the production as a whole 
did the opera proud. John Cox 
organised the many scene changes 
expertly and arrant a real cm/p 
de theatre at the end. when the 
monstrous portrait magically 
rei’erts to its original beauteous 
selL 

As the human incaroation of that 
vision, Jeffrey Lentz always looked 
the part and sometimes sounded it, 
though his stamina and range were 
severely tested. Decker was 

an appealing Sibyl Vane. Gregr^ 
Reinhart sang Ragfi Hallward with 
unwavering certitude and John 
Hancock delivered Lord Henry 
Wotton’s bon mots with vocal gran- 
deur. Somehow, thoagdi. aphorisms 
accompanied by surging HoUywood- 
style strings just do not soimd the 
same. 

Those who rmnember Iain Hamil- 
ton’s adaptations of books and plays 
{The Royal Bimt of the Sun and 
Anna fiwnma) at English National 
()pera in the 1570s will recognise 
the continuation of the formula in 
Liebermaim's Dorian Gray - the 
well-made opera, well Intended, 
playing it safe and sound. ‘"Zhose 
vrbo go beneath the suifoce do so at 
their peril", declared Wilde with 
fbresi^ in the prefoce to his book. 
Quite so. 

Richard Fainnan 


OPERA 

Komische Oper Tek 49-30-202600 

• Le Nozze di Figaro: by Mozart. 
Conducted by Shao-Chia LQ and 
performed by the Komische Oper 
Berlin. Soloists include Ottenthal, 
Korondi, Oertel and Larsson; 7pm; 
May 16 

■ BONN 

DANCE 

Oper der Stadt Bonn 
Tel: 49-228-7281 

• Bn Sommemachtstraum: a 
choreography by Yuri Vhmos to 
music by Merxielssohn, performed 
by the Ballett Bonn; 7pm; May 16, 

19 

■ BRUSSELS 

THEATRE 

Konhikiijke Vlaamse Sehouwburg 
Tel: 32-2-2194944 

• De Keizer van het Verties: by Jan 

Fabre. Directed by Jan Fabre and 
performed by Dirk Roofthooft; 8pm; 
to May 16 

■ CARDIFF 

CONCERT 

SL Davids Hall Tel; 44-1222-878444 

• The BBC National Orchestra of 
Wales: with conductor Mark 
Wigglesworth and soprano Lucy 
Shelton perform works by Webern. 
Be^ and Schoenberg; 1.05pm; May 
16 

■ COLOGNE 

OPERA 

Opemhaus Tel: 49-221-2218240 

• Die Zaubarffote: by Mozart. 
Conducted by Georg Fischer and 


performed by the Oper K5ln. 

Soloists Indude Dieter Schwelkart, 
Rainer Trost, Martina RQtxng and 
Iride Martinez; 7.30pm; May 15 

■ COPENHAGEN 

JAZZ & BLUES 
Copenhagen JazzHouse 
Tel: 45-33 15 26 00 

• James Moody & The Glindemann 
Orchestra: perform jazz music; 
8.30pm; May 16 

■ EDINBURGH 

AUCTION 
PhUEps Edinburgh 
Tel: 44-131-2252266 

• Scottish Bo<As and Bums 
Memorabilia; included in this sale 
are the remanir^ books from the 
liteary of the RL Hon The Lord 
Bwttwvick; 11am; May 15 

■ HAMBURG 

EXHIBniON 
Hanfourger Kiststhaile 
Tel: 49-40-24862612 

• Egon Schiele. Sammiung Leopold 
Wien: exhibition of works by Egon 
Schieie (1890-1916) from the 
Austrian Leopold Collection. The 
display also affords insight into the 
artist's work as a draughtsman: to 
Jun 16 

■ LEIPZIG 

OPERA 

Oper Leipzig Tel; 49-341-1261261 

• II Barbiere di Siviglia: by Rossini. 
Conducted by Kruger and performed 

by the Oper Leipzig and the 

Gewandhausorchester. Soloists 
indude Halx. Sawaley. Schdz, 


Heimann and Riemer; 6.30pm; May 
15 

■ LONDON 

CONCERT 
Queen Elizabeth Hall 
Tel: 44-171-9604242 

• The Bournemouth Bnfonietta: 
with corKluctor Roy Laughfin and 
young professional singers on the 
present Natkxiai Opera Studio 
course perform excerpts from 
Puccini's Tosca, Bizet's Les 
P§cheurs de Pedes and Stravinsky's 
The Rake's Rogress; 7pm; May 15 
St John's, Smith Square 

Tei: 44-171-2221061 

• Tom Krause: accompanied by 
pianist Graham Johnson. The 
bartione performs songs by 
Schubert R. Strauss, Sibelius arxf 
Mussorgsky; 7.30pm; May 15 
OPERA 

London Coliseum 
Tel: 44-171-8360111 

• Ariodante: by Handel. Conducted 
by Ivor Bolton arxf performed by the 
English National Opera. SokMsts 
include Ann Munay, Joan Rodgers 
and Christopher Robson; 7pm: May 
15. 17 

THEATRE 

The Pit Tel: 44-171-6386891 

• The Painter of Dishonour by 
CaiderPn, in a new version by 
Boswell artd Johnston. Directed by 
Laurertce Boswell arfo performed by 
the Royal Shakespeare Company; 
7.15pm, May 21; 7pm, May 18, 23 
also 2pm; from May 15 to May 23 
(not Sun) 

■ LOS ANGELES 

EXHIBITION 

Norton Simon Museum of Art 


Tel: 1-818-449-6840 

• The New Wave: Bonnard, 
Toulouse-Lautrec and Vuillard and 
foe French Color Print exhibition of 
38 color lifoographs by the 
19th-century av^-garde pdnters/ 
printmakets Pierre Bonnard, Hervf 
Toulouse-Lautrec and Edoiwrd 
Vuillard; to Jul 21 

THEATRE 
Ahmanson Theater 
Tel: 1-213-872-0700 

• An Inspector Calls: by J.B. 
Priestley. Directed by Steffoen 
D^dry and performed by The Royal 
National Theatre: Tue - Sat 8pm, 

Sun 2pm, Sat also 2pm; from May 
15 to Jun 30 (not Mon) 

■ NEW YORK 

CONCERT 

The Metropolitan Museum of Art 
Tel: 1-212-879-5500 

• Jiuin»d string Ouartet perform 
string quartets by Beethoron; 8pm; 
May 17 

■ NICE 

OPERA 

Opfoa de Nice Tel: 33-92 17 40 00 

• Armide; by Gluck. Conducted by 
Marc Minkowski wid performed by 
foe Opdra de Nice. Soloists indude 
Sophie Marin Degor, Mtreille 
Delurtsch. Jean Delescluse and 
Laurent Naouri; 8pm: May 15, 17, 19 
{2.30pm), 21 

■ PARIS 

EXHIBITION 
Mu adc Camavalet 
Tel: 33-1 42 72 21 13 

• Georg Aerd - Panoramas 
parisiens: exhibition of a series of 


panoramic views of Paris by foe 
Swiss photographer Georg Aemi; 
from May 15 to Sep 29 

OPERA 

Th dd tr o de I Opera Comique 
Tel: 33-1 42 44 45 46 

• L’Etisir d'Amore: by Donizetti. 
Conducted by Arrtonello AUemandi 
and paformed by the 0pm 
Cordque. Soloists include Youngok 
Shin, Raul Gimenez and Peter 
Sawdge; 7.30pm; May 15, 17, 19 
(4pm), 21 

■ STOCKHOLM 

OPERA 

KmgHga Teatem - Royal Swedish 
Opera House Tel: 46-8-7914300 

• Die Fledermaus: by J. Strauss. 
Conducted by i^ll Ingebretsen arxf 
performed by the Royal Swedish 
Opera. Soloists include Gunnar 
Lundberg, Ragnar Ulfung, HHde 
Leidland and Britt Marie Aruhn; 
7.30pm: May 15 

■ ZURICH 

CONCERT 

Tonhalle Tel: 41-1-2063434 

• Tonhalle-Orchestw: with 
conductor Davkf Zlnman and pianist 
Christian Zacharias perform works 
by J.Ch. Bach, Mozart Stravinsky 
and R. Strauss; 7.30pm; May 15 


Listing cx>rrv>0ed OKI suf^ied by 
ArtBase The /ntematrona/ Arts 
Database, Amsterdam, The 
Netherlands. Copyrisfirt 199& All 
rights reserved. Tel: 31 20 664 6441 
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MONDAY TO FRIDAY 
NBC/8uper Chamiefc 

07.00 

FT Business hJoming 

10.00 

European Money Wheel 
Nonkop live coverage until 

15.00 of Eurc^jean 
business and the ffoandai 
markets 

17.30 

FinandeJ Times Business 
Tonight 


09.00 

Squawk Box 

10.00 

Eurt^tean Money Wheal 

18.00 

Hnanciat Times Business 
7bn/gfrf 
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COMMENT & ANALYSIS 





Martin Wolf 


The ills of manufacturing 

While many e^tplanations are suggested for the puzzling combination of growing 
productivity with stagnant output, there is no magic cure for the condition 


UK manufacturing is lean and 
mean, but Its output is barely 
to be seen. It has managed, 
since 1979, to combine 
dynamic productivity with 
stagnant output Many hop^ 
the recovery would mark a 
change to this disconcerting 
pattern. But, after a short 
surge in 1993 and 1994, manu- 
Cacturing is back to its habit- 
ual ways. Why has Uie growth 
of manufacturing hem so dis- 
appointing? Does it matter? 
Can anytMng be done about 
it? 

The stagnation of UK manu- 
facturing over tbe past two 
decades has been almost total 
According to an article by 
Michael Kitson and Jonathan 
Micbie of Cambridge Univer- 
sity. which appears in a stimu- 
lating symposium in the Janu- 
ary issue of The Economic 
Journal (Basil Blackwell, 
Oxford), the total Increase in 
manufactured output between 
1973 and 1992 was a derisory 
1.3 per cent Over the same 
period, manufactured output 
rose 68.9 per cent in Japan, 
6S.6 ^ cent in Italy, 55.2 p^ 
cent in the US, 32.1 per cent in 
West Germany and 16.5 per 
cent in France. 

If output growth has been 
astoimdingly bad, as the chart 
shows, productivity growth 
has been highly cre^table. 
Output per person employed 
in UK manufacturing rose 78 
per cent between the ftrst 
quarter of 1979 and the end of 
last year. One indication of 
how much labour productiviO' 
has improved is given ^ Pro- 
fessor ITicholas Crafts of the 
London School of ^onomics 
in the same symposium: in 
1979 West German ou^ut per 
person hour was 40 per cent 
abov’e UK levels; by 1988 this 
adv'antage was down to only 
17 per cent. 

This combination of fast 
productivi^ growth with vir- 
tually no increase in output is 
quite extraordinary. It has 
also had two inevitable conse- 
quences - job losses and 
deelinh^ shares of manufac- 
turing in grass domestic prod- 
uct. Between the cycles of 
1964-73 and 1979^ UK employ- 
ment In manufacturing 


declined by a third (2.5m), 
against only 10 per cent to 13 
per cent in France and Ger- 
many (0.5m and l.lin, respec- 
tively). Unskilled men were 
the predominant victims of 
these Job losses. Meanwhile, 
the share of manufiscturing in 
GDP collapsed from 32 per 
cent in 1973 to 28 per cent in 
1979 and 21 per cent in 1993. 

Does this striking contrast 
between the output and pro- 
ductivity performance of man- 
ufacturing actually matter? 
Professor Crafts argues that 
deindusbialjsaUon could even 
become a “dangerous obses- 
rion", because it migU lead to 
foolish interventionism and 
protectionism. As if on cue, 
Mr Kitson and Mr Michie 
insist that such deindustrialis- 
atiou seriously damages the 
UK's wealth and call for *^6 
implementation of a macroeco- 
nomic and industrial strategy 
directed towards achieving 
sustainable economic growth 
and the root-and-branch 
reform of a financial system 
that has been failing British 
industry since Victorian 
times".* 

Deindustrialisation may be 
important for any of four rea- 
sons: 

• Because manufacturing 
generates large benefits for 
the wider economy that are 
not folly captured by the busi- 
nesses that create them; 

• Because it generates jobs 
for particularly important seg- 
ments of the pt^uJation; 


• Because it earns (or saves) 
the bulk of the foreign 
exchange on which the ITR 
depends for its prosperity: 
and according 

• Because it largely deter- 
mines GDP and overall 
employment, given con- 
straints on the country’s abil- 
ity to finance current account 
d^dts by borrowing abroad. 

Members of Ckunbridge Uni- 
versity's Keynesian band are 
not the only ones who believe 

the failure of wiaTiitfairtiiring 

to expand is worrying. Idr 
Walter Eltis, for example, who 
was adviser to Mr Michael 
Heseltioe as trade and indus- 
try secretary notes that “few 
can doubt that tbe UK would 
have achieved a hl^ier GDP 
and a lowo' natural rate of 
unemployment if manufactur- 
ing industry had been able to 
win a hitler share of world 
markets and tbe UK home 
market". 

This seems plausible, above 
aQ because nearly two-thirds 
of tbe UK’s exports of goods 
and services are manufac- 
tures. If tbe economy is 
unable to generate growth in 
{Reduction of tradeable goods 
and services in line with 
demand for them, problems 
seem certain to arise. The 
question is not whether, but 
when and how often. 

Why than has manufactured 
output been stagnant, even 
thou gh HamawH for manufac- 
tured products has been 
steadily growing? Mr Kitson 


and Mr Michie place their bets 
on underinvestment. On the 
fact they are correct Gross 
investment in UK manufactur- 
ing h^ bMD as stagnant as - 
fhrtugh more unstable - 
output. Underinvestment is 
not however, an explanation. 
It is another piece of evidence. 

There are at least four possi- 
ble explanations: one, 
advanced by Mr Eltis, is that 
manufacturing faas s offered 
from chronically Inadequate 
profitability: the second, 
recently suaested by hh' Ths 
Congdon of Lombard Street 
Research, is that the supply of 
labour is constrained by the 
perverse incentives of the wel- 
fare state: the thud, put Sot- 
ward by Mr Kitson and Mr 
Mif-hi p, is short-teimlsm in the 
City ami the stop-go policies of 
the goversmenL 

Finally, in his contribution 
to tbe symposium. Professor 
Barry Eichengreen of the Uni- 
versity of California at Berke- 
ley emphasises the nature of 
tte industrial economy devel- 
oped by the UK in the first 
half of tbe 19th century - 
which bequeathed a legacy of 
craft-based unions, frag- 
mented enterprises and hanfe-t 
specialising in trade credit 
lius p-gpianaHnn bag at least 
some plausibility, since the 
UK's relative ^line has been 
long-standing. 

Yet of these the focus on 
incentives must be the sensi- 
ble one. There is no point in 
bemoaning 200 years of his- 


UK manufaclurings cutting costs, not growing businesses 


Manutncturtig output 
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tory, since it cannot be 
undone. As for the host of 
interventionist su^estions by 
Mr Kitson and Mr Michie - a 
national investment bank, 
regional investment banks. 
Investment banks for small 
and medium-sized enterprises, 
relation of dividends and 
takeovers and measures to 
encourage banks to take 
equity positions in cUents - 
many of these look like 
licences to waste money. 
Finally. Mr Congdon's expla- 
nation looks incomplete, 
since output has risen far 
more in the generous Euro- 
pean welfare states than in 
the UK. 

My own hypothesis is that 
the persistent pressure on 
profits created by chronic 
overvaluation of tbe real 
exchange rate ~ annihpr namp 
for excessive real costs of 
labour, given its productivity 
- combined with poor labour 
relations and unstable macro- 
economic policies has pro- 
duced a manufacturing sector 
for which a week is a very* 
long time. Managers know 
only how to cut costs, not how 
to grow businesses. 

There is no swift, magic 
cure for this ailment, although 
inward investment helps, ne 
bighpT productivity and profit- 
ability of today is just a start 
What is needed is a stable 
macroeconomic policy, with a 
competitive real exchange 
rate, underpinned by conser- 
vative fiscal policy. That is 
just one of many reasons why 
talk of large tax cuts is so 
irresponsible just now. 

Manofacturing's failure to 
grow Is impoi^t, above all 
because it synptomises mudi 
that has been wrong with tbe 
UK. But the government's 
chief task is to create the con- 
ditions for managers to prove 
they are worth their pay. 

* Midiael Sitson and Jonaihan 
Michie, "Manufacturing 
Capacity, Investment, and 
Er^loyfttent", in Michie and 
Mm Grieve Smith (edsf. Creat- 
ing Industrial Capacity: 
Totoards Full Employment 
(Oxford and Neto York: (ktford 
UnhxTsity Press. 1996). 


Personal View ■ Stephen Roach 

Americans recipe for 
industrial extinction 



Downsizing has 
p;one too and it 
is time to invest in 
factories and 
skilled workers 

For years I 
have extolled 
the virtues of 
America's pro- 
ductivity-led 
recovery. This 
has become the new mantra 
for US businesses in the 19908, 
but I must confess that I am 
DOW having second thoughts as 
to whether we have ruacbed 
the promi^ Iwd. 

Surging profits, sustained 
low inflation, improved com- 
petitiveness and a record run 
in the stock market are all 
unmistakable byproducts of 
spectacular improvements in 
business efficiency. But it is 
increasingly apparent to me 
that these are the result of 
plant closures, job cuts, and 
other forms of downsizing that 
are not recipes for lasting pro- 
ductivity enhancement. 

'Hie key to sustained produc- 
tirity performance has long 
been one of the great my^eries 
of economics. But there is gen- 
eral agreement that improve- 
ments in the quality of the 
workforce are indispensable. 
New technologies and a more 
experienced workforce have 
made their mark in the 19905, 
but the educational attainment 
of entry-level workers is 
plainly fagging In short, the 
jury is still out on whet^r the 
heavy lifting required for sus- 
tained productivity enhance- 
ment has really begun. 

The distinction between effi- 
ciency and productivitj* goes to 
the heart of America’s competi- 
tive dilemma. 1 have written at 
length about breakthrough 
technology platforms, process 
re-engineering and new out- 
sourcing strategies - aiguing 
that these are all crucial ingre- 
dients of the productivity turn- 
around of the 199QS. But maybe 
2 went too for. It may be that a 
more basic force h^ been at 
work: in the face of intense 
competition, managers may 
simply have pored the largest 
chunk of their bloated costs - 


worker compensation, which 
represents 70 per cent of corpo- 
rate production e^ensea. 

If that is 50, tbe so-called pro- 
ductivity resurgence has been 
built on slash-and-burn 
restructurlug strategies that 
have put extraordinary pres- 
sures on the workforce. This 
approach is not a permanent 
solution. Tactics of open-ended 
downsizing and real wage com- 
pression are ultimately recipes 
for industrial extinction. 

Therein lies the trap of this 
productivity-led recovery: 
labour cannot be squeezed for- 
ever. and corporate America 
can't rely on tbe “boUowzz^" 
tactics of downsizing to main- 
tain market share in an 
expanding global economy. Sig- 
nfficantly. the body politic is 
coming to the samp realisation. 

Some form of worker back- 
lash is an inevitable byproduct 
of an era that has squeezed 
labour and yet rewarded share- 
holders beyond their wildest 
dreams. With Washington 
ganging wolker unrest and eco- 
nomic anxiety as the hot but- 
ton of the 1990s, there is a 
growing chance that legislators 
will come up nith r^ulatory 
“remedies" their own. Mini- 
mum wage rises are just tbe 
first of many pro-labour mea- 
sures likely to be considered. 

Whatever the proposed rem- 
edy. there is a growing risk 
that politically inspired regula- 
tion will raise the cost of doing 
business in the US. Ultimately, 
I believe, this tension will be 
resolved through a significant 
change in corporate strategy, 
putting au end to the 
open-ended labour cost-cutting 
that has given rise to the effi- 
ciency breakthrou^is of the 
19908. And slowly but surely, 
the pendulum will swing from 
capital back towards labour, 
testing many of the forces of 
disinflatioD company earn- 
ings vitality behind the surges 
in bond and stock markets 
over recent years. 

the story goes beyond the 
politics and sociology of 
worker backlaslL It opens up 
the debate on the most pro- 
found challenge facing US 
businesses in t^ years ahead: 
how to grow. With the tactics 
of restructnring having 


focused more on downsizing 
then on rebuilding, corporate 
America may now be too lean. 

For mcample, growth in man- 
ufacturing capital stock has 
slowed to 2 per cent a year 
since 1980, about half the his- 
torical grov^ rate of 3.9 per 
cent in the isaodo period. Simi- 
larly, foctory employment has 
contracted by 0.6 per cent a 
year since 1980, an abrupt turn- 
around from ftwnnai average 
job gai m of 1.2 per cent over 
the previous 30 years. By elimi- 
nating productive capacity 
through plant closures and 
slashi^ payrolls Uirou^ job 
ruts, industry may la^ tbe 
infrastructure required to sus- 
tain growth in the years ahead. 

That raises critical questions 
about competitive strategies 
for the mUiBnniuTn. As China, 
I pdia, Russia, central Eungie 
and tbe rest of the develoid^ 
world propel the global econ- 
omy in ' the years ahead, 
growth in productive capacity 
in mature countries such as 
the US becomes all the 
essential to maintain ma^St 
share, let alone expand IL 

The demand side of the 
global economy is about to 
enter an era of geometric 
growth. It would be tragic If 
newly revitalised US compa- 
nies squandered the fruits of 
restructuring by continuing to 
downsize their capabilities on 
tbe supply side. The hollowing 
strategies of the current pro- 
ductivity-led recovery could be 
setting just such a trap. 

It .is time to take a h^ look 
at what lies beyond restructur- 
ing. Id tbe end. there is really 
only one way out' upgrading 
the quality of the workforce 
and recognising tbe need to 
rebuild through hiring and 
“greenfield” expansion of new 
production facilities. That 
means resolving the trade-(^ 
between short-term efficiency 
gains and long-term productiv- 
ity enhancement. Meanwhile, 
the miracles of the great pro- 
dnctivity revolution of the 
1990s are startup to ring hol- 
low. 

The audior is chief eamomid cf 
Morgan Stanley. This article is 
an extraiX firm a report sent |[‘ 
clients last week. 
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Parallel Trade and Comparative Pridng 
of Medidnes: Poor choice for patients? 


OR RRTRIOA M. DANZON 


GovemoenC strategies to limit drug 
reunbunemeat e aj> epdSt iu *E3 by Importing 
savings Grom countries widi lower prices are 

*Mripn]ify.-«iaharirfJlnirevpiBrtir»i,jMynw1wig 

to a pronment health eoonomisL 

Drug prices have traditionally differed 
substantially across countries, rrilecting dkfereoces 
in ivgulaiion. insurance coverage, metUcal practice, 
exdiaoge rates, and oiber (actors. Meaningful 
comparison of drug prices in 
diBnent countries b lechiwally 
problnnatic. because ol' vast 
differunces in tiw range of 
drugs, forms, s t r eng ths and 
packazes available in ififieFent 
countries. 

Nevertheless, in recent 
yeat& govenunents in coun- 
tries with relatively high 
prices haw been incre%4n^ 
attempting to reduce tiirir own 
drug eependitures by tridng 
advantage of louv prices in 
other countries. Ttco strate- 
gies are employed to that end. 

The first lefies on crossnaiianal 
pricK comparisons as a bench- 
mark for regulating domestic 
pricet. a policy that has already 
been adopted by seventi coun- 
tries and is bring proposed b 
otiiers. The second roaiegy b to ptvmit iriide- 
salers lo import drugs purchased abroad at lower 
prices Such parallel imparting 'is gromng b 
Europe and threatens to expand s^nificantiy, as 
traditionally low-priced countries join the 
European Union. 

Trade normally in cTB jws consumer wribre. 
and it b on this basb that the European 
Commisrion has supported paralld imports. 
However, the necessary coniStions (or bade to 
enhance social wribie are virialed b (he case of 
parrilel trade in drugs. The T ower prices b tbe 
exporting country rellecl greater regulatory 
levvrage. not superior econonne efficiency or lower 
real costs - indeed, parallel trade adds costs of 
repackaging transportation etc. Moreover, 
because prices are luguhted. any savings otien 
accrue to middiniwa rattier than being passed on 
toconsuroero. 

The seportieg of regulatory leverage bum 
one country to another b particulariy harmtul 
when applied to huiovaih'e pbannaceuticals 
because h undennnes tile basis of paying for R&D. 
The phamuceudcai industry b more research 
inlEsirive than any odier industry. R&Dbroughly 
14-17 percent of c ur rent sales. But R&D aooounts 
for about 20 percent of total costs, if ril costs are 
disrounted lo pr ese nt value at the time of buindL 


The cost of bringing a new dtemkal eotiQ’ to 
inarioetbrauiri4y$3S9in (b 1993ddbrs). 

The dibinma posed by diese Ugh R&D costs 
b twofidd. RScD a a gbbri jobt cost - that is. foe 
cost *is foe same no matter how many oonsumen 
w u ri dw ide use the drug. Snee R&D costs cannot 
be rationaOy afiocaied as a direct cost of servbg a 
^ledfic counby or consumer group, there a a 
strong incentive for eacb coontry to freeride. 



leavbig others to pay for tix jrint R&D costs. Ihb 
beerider bcentive b exacerbated b>' the foct that 
R&D and other significiBii fixed COS& are sunk by 
tile time diat price b negotiated. Maufacturers 
rationally continue to suntiy existii^ products as 
kmg as price UAHS tile margbri costs of prodoction 
and dbtribulion. However, b tbe bog run. if prices 
arc badequate to pay for die joint costs of R&D 
and other sunk costs, tbe revenues wtO not be 
there to develop new drugs. 

R&D bof course not istique to pharmaceutic^ 
fttnnp ro igctionbtbenonnaline d i auiMi i wl g i e h y 
mnovalors recoup their R&D hivestincnts. 
However for phannaoeulicals, die vriue of patent 
protection b coosinnned fay price regulation in 
many countries, 3s goveramoils attempt to control 
pitiiBc heahh budgets. As monopsony purchasers 
of drvgs. govenonems fooe a strong Demptalioo to 
force prices down lo marginal cost Butifevery 
country p;^ prices only sufficient to cover thdr 
marginal costs • rither through (fowl regulatioa v 
b>' Inqxirtin^ iuw prices throut^ parallel imp o r t s 
and crosscountry price oompatboDS - then no one 
pajs for the coannon costs of R&D. Atlhefinutif 
everyone pays onk>' die short run nmginal cust, 
the shortfoB oouid be as high as 50-70 percent of 
total cost 

A second Cdhcy underlying polcymakers' 


endorsesnent of parallel impuitiug and cross- 
oatioBal price comparisons to eqiaEse drug prices 
across countries. *b diot prices sfmtd be unifbnn. 
In focU econoonc theory implies that charging 
different prices to different users b optimal and 
necessary to adtieve the ^ipropriale rale of R&D - 
foe rate that consumers are coDectiwly wilfing to 
p^y for. fleakhcare oonsuiTtors differ greafo in 
(hrir aUEiy and wfiEngness to pay for innovstTw 
m edidnes, If aS are dargeti 
the same high price, then kw 
income couolries wtD be 
uDobk' (u afford inoovalive 
medidnes, even dinugfi they 
would have been wfifing to poy 
the marginai costs of serving 
them. But 'if everyone pays foe 
same low price, then R&D 
investments wiH target only 
the must ci.iminon nx'dkal 
needs whoe high vukimes can 
offset low prices. In foe kmg 
nm. corsumers wtS be dcprrvKi 
of ioiiovtaive drags that they 
would hove been wQling to pay 
for, had differentia] pricing 
brat puuiuttLti Sudi iSffcnntid 
pridng b comm only pmvtled 
in otber auhstries wbh high 
joint costs, such as uliEties 
andabfines. 

Under sty umfonn price, gbbai rev e nu es 
and hence R&D wifi be bwer than with ififferential 
pridng. I\)&des dim enforce uniform prices across 
national bortios - ether indireedy through paraU 
trade or direedy throu{fo comparative price regnla- 
tion - are dierdore bad poficy for conauiwrs. 
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Alarmist view of US roie in teiecom negotiations 



From Mr Harry L. Freeman. 

Sir. Your leader “World 
trade at risk” (May 7} is 
unnecessarily alarmist and 
inaccurately depicts tbe US 
role in the very recent telecom 
negotiations in tbe World 
l^e OiEanisaUon. 

You are right to argue for a 
strong WTO. but had tbe US 
gone along with tbe telecom 
offers on the table at tbe close 
of negotiatioDS, it would have 
produced a bad result for all, 
and a bad agreement hurts tbe 
WTO. The US tabled early on a 
generous (most favoured 
nation) offer and stated clearly 
its condltioas which were 
ultimately not met It found 


tbe apregate of offera 
aaterikUy wanting, and led tbe 
group fbr another go in 1997. 
still within tbe January 1 1938 
deadline. A bad deal would 
hav’e left telecom part open 
and part dosed in 50-plus 
countries with no incentive left 
to improve regimes. 

Tbe EU played its 
all-too-frequent game of tabling 
an early, patently inadequate 
offer, scheduling ministerial 
meetings within hours of ffie 
closing minutes, and then 
claiming it had a good deal to 
offer on tbe final day, but was 
never seen. 

It was not by chance that 
telecom, financial services, and 


maritime were left over from 
the Uruguay Hound. They are 
among the most difficult 
subjects, and all are governed 
by large, domestically-oriented 
ministries. Ihe new timetable 
provides more conveigence of 
financial services and telecom 
services, all to a better 
negotiating environment. 

I take issue with your leader 
it its implication that tbe 
WTO’s hiture is at stake. A 
lowest coiumou denominator 
deal in finan cial and basic 
telecom services would have 
been detrimental to the WTO. 
Good deals build integrity. 

As for the Important 
questions before tbe WTO at 


the Singapore ministerial and 
beyond, that is serious stuffi 
not appropriately linked to the 
telecom deal. Characterising 
tbe US position (or. for that 
matter, any country's position) 
seven months early is 
unhelpM The principal lesson 
frum telecom is that tbe US 
means what it says, is not 
playing games, and wants 
something in exchange for 
binding a completely open 
market on an. MFN basis. 

Hairy L. Freeman, 

The Freeman Company, 

4708 Dorset Avenue. 

Chevy Chase. 

Maryland 20815. CS 


Only right to 
complain 

From Mr Neville Nagler. 

Sir. How many Jews does it 
take to make a lobby? Surely 
Philip (hrowe’s article “How 
the BBC gagged a turbulent 
priest” (April 27/28) is not 
suggesting that the UK media 
should be encouraged to deny 
pe^Ie the right to express an 
opinion on an item they 
believe to be biased and 
inaccurate. 

Tbe Board of Deputies 
considered it only ri^t to 
complain to the BBC following 
his broadcast on ''Thought for 
the day” (May 1994) after we 
received a number of calls 
from incen^ listeners, both 
Jewish and non-Jewlsb. They 
certainly did not share Mr 
Crowe’s description of bis 
broadcast as “measured 
balanced”. 

Two years after Mr Crowe’s 
controversial broadcast, it is 
DO longer helpful to see tbe 
Middle East in terms of Israelis 
versus Palestinians. 

Since the recent peace 
acewds there are tw distinct 
camps, one in Eavotir of 
compromise and peace jtiH 
one which wishes to destroy 
both tbe peace process and 
Israel. 

Neville Nagler, 
chief executive, 

Tbe Board of Deputies of 
&1tirii Jews. 

CommoDwealth House. 

1-19 New Ox£^ Street, 
London WClA INF. UK 


Survival plan for tiger economies’ symbol 


From Miss Clotildc Luce. 

Sir. What distressing 
absurdity is at work as Asian 
“tiger” economies thrive while 
tb^ splendid striped symbol 
is being poached to extinction. 
Tiger economies emerge in 
spectacular fashion, and the 
magnificent animal that took 
several eons of evolution to 
emerge, disappears into 
potions and soups. Chinese and 
Japanese consumers believe 
tiger bone is a panacea, but it 
obviously does not cine 
short-siefotedness. 

I have a modest proposal to 
make for those of us holding 
investments in Asian tiger 
eniDomies. who think this 
quadruped pinnacle of 


muscular whiskerv- design 
should sunive beyond \irtudl 
reality. 

The big mutu.'tl funds (Eaton 
Vance. Scudder. GAM. Credit 
Lyonnais, etc) that we 
b^y-boomers prop up should 
ofi^er each investor the option 
to maice direct contributions 
through the fund to one of 
these save the tiger projects. 
“Our .Asian tiger fund funds 
the Asian tiger!" could be an 
appealing PR pitch for millions 
of us. and perhaps impress 
upon tiger govemmeuts the 
urgenev' to preser\’e the 
species. 

Perhaps ''tiger fund” money 
could soppoit research towards 
a synthetic of whatever 


molecule is so beneficial in 
tiger bone. My Chinese friends 
dutifully pay respect to their 
ancestors. Is there no "debt” to 
descendants? I personally 
ivotild b^rudge an orange or 
two on the altar to ancestors 
who blithely spieled tiger 
shavings on their won tons. In 
25 years I hope to turn the 
pages of the FT and see that 
my .Asian tiger investments 
are solid, and not read the 
necrology of the puissant 
animal chosen as mascot and 
symbol 

Clotilde Luce 
252 Blvd St Germau!. 
i^ris 75007, 

Frimce 


UK government pandering to prejudice 


From Mr Ralph Wedgwood. 

Sir, May S and 9 were an 
interesting couple of days for 
gay ri^ts around the world. 

On May 8, an overwhelming 
majority of South Africa’s 
constitutional assembly 
approved their new 
constitution. The ‘^quality 
clause“orthis constitutimi’s 
bill of ri^ts guarantees 
protection against 
dlscriminatioD both by 
government and by the private 
sector cm tbe basis of a wide 
range of characteristics, 
including race, sex, religion, 
age, disability, and sexual - 

orientation. 

On May 9, the Canadian 


House of Commons 
overwhetmingly passed 
I^islation barring 
discTiznination on the basis of 
sexual orientation in hiring or 
promoting people in the federal 
ci\1] ser\1ce and iu various 
regulated businesses like 
banks, airlines, and 
broadcasting. 

On the same day. the British 
House of Commons, by a heftt- 
mqiority. defeated a motion to 
lift the ban on homosexuals 
serving In tbe British armed 
forces. 

Acemtiu^ to tbe British 
government, the rank and file 
of the British armed forces find 
the prospect of living at close 


quartere with homosexuals so 
disturbing that allowing 
homose.xuaIs in the forces 
womd ineritably imderniioe 
military efiectivertess. 

It is interesting to note 
wTOch countries' legislatures 
believe in protecting their 
f^tlzens against prejudice aiv* 
intolerance, and wblcb of v j 
them believe in pandering 
loU. • 

Ralph Wedgwood, 
assistant professor of 
philosophy. 

Massachusetts Institute of 
Technology, 

Cambridge, Mass, 

US 
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I An Indian 
I conundrum 


BAe-Matra; ready to launch 


pierfemaricable process of v’oting 
“.™|® world’s largest democracy 
*1** painful period of 
2*Ss*ing ov-er a new government 
just beguiL India’s voters 
Mye| yet again ihsproved the scep- 
tic's who uever believed that 
democracy would survive there 
I for 15. let alone almost 50 years of 
I independence, and through 11 
largely free and fair multi-party 
elections. But the latest exercise 
has produced an electoral conun- 
drum which is likely to prove 
extraordinarily difiQcult to resolve, 
by denying any one party, or com- 
bination of relatively lik^minded 
parties, a clear majority. 

The election represents a sea- 
change in Indian politics. It is dif- 
&ult to see the weary Congress 
'j|Karty, which has ruled the coun- 
tn’ for all but four years in the 
last 49. returning in strength as a 
unifying force at the centre of 
national politics. The clearest mes- 
sage of the voters was their rejec- 
tion of their traditional rulers, 
whose support slumped to barely 
30 per cent As a result the coun- 
try has entered an era of weak 
coition politics at the national 
level with increasing power 
devolving in practice to the states. 

This need not of iteelf be worry- 
ing to the business and interna- 
tional communities. At the state 
level there is much more support 
for foreign direct investment and 
for the economic deregulation that 
facilitates it, than there has bera 
traditionally at national level. But 
a weak coeditioD goveemment in 
Delhi might well retreat from the 
ecoomnic reforms launched over 
the past four years by Hr Mamno- 
han Sin^ tte finanftp minister, 
and be tempted to relax control 
over the fiscal deficit in order to 
I pacify the demands erf' all its part- 
I ners. That would be mudh more 


I Foreign invesnnent 

^ The business community is 
Wnclined to favour the fl^market 
policies of the Hindu nationalist 
Bharatiya Jaimta Party (BJP). in 
^ite of its hostility to foreign 
uwestment in. the consumer goods 
sector (taut not for hi^ tedmol- 
0 ^ and Ihfiraistracture). It has 
emerged as the largest si^le 
party, ijt'has tibe clearest policies 
and mo^ ^^plined leadership. 


Turning up the 
heat on gas 


It was inevitable that Gas 
would clash with its regulator 
Ofyas over the latest prc^osals for 
controls on gas prices. It is almost 
inevitable that the row will now 
go to the Mmopolies and Hergms 
CoaunissioD. Most (tf Ofyas’s rea- 
soning is sensible; whether the 
BfMC is involved or not, price 
curbs on the lines prm>osed seem 
justified. But British Gas’s pro- 
testsnre warranted in one respect 
the power of a single individual to 
detenhihe an entire industry's for- 
tunes provokes widespread 
unttse. It is a reminder that a 
review of the utility regulators’ 
rA is needed 

-ne enzte which Oilgas wants to 
impose cm TransCo, British Gas’s 
monopoly pipeline business, 
woidd cut domestic prices by an 
annual 10 per cent, or about £30. 
That is a.tougb stance; those who 
like to that utility sbardiold- 
ers flare too well should note that 
British. Gas shares have underper^ 
fnrmed the fT-SE AU-Sbare Index 
by 36 per cent since the flota- 
tion.' 

Ofgas’s position is justed It is 
right to recommend a hi gher ratio 
of debt to equity than that 
by British Gas. It is sen- 
sible, too. to aiTive at a real, pre- 
tax co8t<rf cainml between 6.5 
per emit and 7 per cent, lower 
than British Gas wanted In doing 
so. it has tbou^tfUlly weighed up 
■the principles used in other utili- 
ties. 

But there is one central point at 
which its reasoning loolm mad- 
ded: the d^nitioQ of the asset 
values QD which it calculates the 
overall return. 0^^ says that in 
j priucip^ it would like to use the 
! stock- znatket value at privatisa- 
tion. addhig on investment since 
' that date, the method used in 
water regulation. But it rejects 
this in fiivour OS lins market value 
In 1991, as suggested by the MMC 
in. its 1993 review, lliis basis is 
more generous to British Gas, but 
says it is necessary because 
“akuket ecoditions have changed 
appredabfy” since privatisation. 

VaTnation basis 

11118 is very odd 'Hne. any basis 
fw sdectingan asset value is arbi- 
trary and laublematie. The his- 
toric 00 ^ tim. assets ma^ bear 
no relatkm to the earnings they 
can gepemte.. while using market 


. values is somewhat circular the 
stock maiket values the business 
by estimatii^ the earnings it 
' thinks fbe r^ulator will permit 
. But a mme coharmit mtplanatimi 
would stiD be welcome. 

Mon^'eless, Ofgas’s method 
has the virtue ot rqecting the 
very high values wUch British 
Gas bad put on its assets. In the 
rircumstances, tbs proposals over - 1 
aH have merit But the exercise i 
raises wider questions about the I 
powers of all r^nlators. 

Indepeadent regulation 

First the value of having regu- 
lators vriio are robustly indepen- 
dent of the gov eminent is clearer 
than ever. lYansCo says the pro- 
posals tbreatmi foe i6te of half its 
20,000 en^oyees. That may per- 
haps be true, but such threats 
emphasise why pricing reviews 
are controversiaL and show why 
they should be k^ out of politi- 
cians’ bands. Sfinisters can easily 
ignore the fact that cuts in gas 
prices will help many businesses 
♦h miigh out the UE and eventually 
yield more Jobs. 

However, foe power of the re- 
lator displayed in this review 
leaves an un^easant aftertaste, as 
do many de^itms by otto regu- ' 
lators. Review by the MMC is an , 
important check on that individu - 1 
al's power, but regulatory deci- 
sions are still likely to vary 
between industries and over time. 
That unpredictability, together 
with the arbitrariness (tf some rea- 
soning. gives regulators a hard job 
of establishing Intimacy in foe 
eyes of the public and business. 

The answer does not lie in ditch- 
ing foe present r^iilatory frame- 
work. In most utilities, it is w^ 
on the way to delivering dramatic 
reductions in price, which will 
help its reputation. However, 
employing r^ulatory panels for 
ea c h utility, rather than a single 
individua], would help reduce the 
pressure on that person. Sutfo pan- 
els should work to common princi- 
ples on issues such as return on 
capital, to reduce inconsistency 
pnri anomalies between industries. 

Regulation is delivering sizeable 
benefits to utility consumers. But 
its dependence on a few individu- 
als prevents it being popular, and 
may in the end jeopardise those 
gains. Those shortcomings now 
need urgent correction. 


and it would be most likely to 
press through refonn of foe coun- 
try’s inelEcient public sectmr. 

On foe other hand, the BJP rep- 
resents a radical departure from 
foe secular tradition of India's 
democracy, and it contains ' 
extremist elements which could 
too easily inflame ioter- mmmnnal 

Strife with the Moslem commu- 
nity. It is likely to be more hostile 
towards Pakistan, even to the 
extent of developing a nuclear 
option. That is an ominous threat, 
liie BJP may be hard pressed to 
put together a majorify in pariia- 
ment with mistrusting secular 
partners. 

The most likely outcome of the 
present negotiations would appear 
to be a fractious left-wing coall- 
tioo, led by foe National Front- 
Left Front alliance, and enjoying 
the tacit support of foe Congress 
party. But they remain divided 
among themselves, and their poli- 
cies are unclear. 

Budget deficit 

Most members of the NF-LF rep- 
resent foe poor and dispossessed 
in Indian society. Although its 
members have proved pragmatic 
in power in foe states - such as 
West Bengal - such a coalition 
would severely test the assump- 
tion that the current economic 
reforms enjoy a broad nati onal 
coQsesisus. It would rapidly come 
under pressure to increase public 
spending and transfers to foe 
state and to foe rural poor. Hiis 
would make it extremriy difficult 
to get to grips with bu&’s large 
budg^ deficit, probably the most 
pressiz^ of its economic problems. 
The Cimgress party MIed to meet 
its targets in this respect. The 
chances of a coalition doing any 
better are small, but it must tiy 
because the level of govenunent 
borrowing is unsustainable. 

It is clear that no likely outemne 
is ideal in the strugsde to govern a 
country as conqilex as India. The 
most stable solution might be a 
BJP'led coalition in which the 
party was severely omstrained by 
secular partners. But few expect 
any solution to be long-lasting. 
India is goto foraugh a period of 
transititm towards a more federal, 
less centralised structure. It is a 
painful process, but ultimately a 
healtby one. 
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An elusive moving target 

Consolidation in the European defence industry is still some way off, in 
spite of yesterday’s Anglo-French missile merger, says Bernard Gray 


I ssuing threats is a delicate 
art, as those involved in 
ztoutiating foe meiger of the 
missile businesses of British 
Aerospace and Matra, the 
defence arm of foe French conglom- 
erate Lagardere, have been discov- 
erto- Ai 4 )ly too little pressure and 
the tar^ is not intimidated; too 
much and it starts to fight back. 

The threat in this case is foe 
refusal of the French government to 
sanction the union of Matra ami 
BAe unless foe UE agrees to award 
the new joint company a £650m 
cruise missfle contract. 

In response the UK Ministry of 
Defence, more used to threatening 
others than beto threatened itself, 
reacted badly and chose to fight 
back against this French sugges- 
tioa It rejected out of band foe idea 
of abandoning its comtoitton to 
select foe weapon and said It would 
award the contract on merit alone. 

Hie deadlock over foe joint ven- 
ture seemed finally to have been 
broken yesterday with the 
announcement that the two compa- 
nies have agreed comm^cial terms 
to merge their missile businesses, 
with no mention made of cruise 
missiles. BAe and Matra have also 
agreed to work as a team on a bid 
to buy part or all of Thomson, the 
defence and consumer electronics 
company, from the French govern- 
ment llie intoration of foe Euro- 
pean defence industry finally 
appears to be ^foerlng pace. 

Appearance is. however, neater 
than reality. In practice, coostun- 
mating foe BAe-Matra missile joint 
venture remains dependent on 
approval from foe French and Brit- 
ish governments. It was unclear 
yesterday whether French approval 
to foe merger would be forthcom- 
ing if Britain decided to place its 
cruise missile contract with another 
manufacturer. 

The announcement that foe two 
companies would co-operate over 
Thomson was also vaguely worded. 


and less than a fiill bid for Ibom- 
son. Early indications suggested 
that while the Lagardere Group, 
Matra’s parent, would try to assem- 
ble a consortium to buy the whole 
of Thomson, it was still some way 
from achievmg that aim- BAe, by 
conlrast, seems mainly to be inter- 
ested in picking off some of foe 
more attractive parts of IhomsoD’s 
defence business. 

And despite yesterday's 
announcements, the intentions of 
the Ftench government for its 
defence industry remain shrouded 
in mystery. In public it argues to 
veotly for rationalisation across 
Europe, but its actions seem more 
cfmcexned with preserving France’s 
defence status than producing effeo 
tive consolidation. 

While foe rationalisation ol[ the 
European defence industry remains 
elusive, there are at least hints of a 
possible way forward In yesterday’s 
announcements. 

Britain is due to make its decision 
on which cruise missile to buy in 
July. Conmetition has been fimroe, 
with two strong US contenders 
offered b}' the defence companies 
McDozmell Douglas and Hughes, 
and two strong European bids, one 
fium BAe-Matra azid another fium 
Daimler-Benz Aerospace, the Ger- 
man group. 

Tbe BAe-Matra missile received a 
farourable technical write-up from 
the Ministry of Defence, but is 
expensive compared with its US 
competitors wMch use “off the 
shelf technology developed for 
existing US weapons. The team has 
also suffered to foe unwise Frencb 
threats last year. 

Ne^’ertheless, there is a stroi^ 
feeling within foe defence ministry 
that if tbe BAe-Matra team can pro- 
duce a proposition which is rou^y 
competitive on specification and 
cost, it is likely to win tbe contract. 
Earlier year, internal ministry 
documents back^ tbe consolidation 
of the defence industry in Europe. 


Mizusters are also aware that the 
UK needs to demonstrate Its com- 
mitment to the European izidustry 
afto several recent hi^-prafile pro- 
curement decisions to buy Ameri- 
can. If the joint venture goes ahead, 
it would create the larg^ Eu^ 
pean missites group me^ured by 
turnover, not to briiind tbe three 
US tont^ Raytheon, Lockheed Mar- 
tin-Loral and Hu^es. The two com- 
panies have complemmitary protoct 
ranges, with BAe currently devdop- 
ing a short-range and Matra a 
medium-range air-to-air missile, for 
pvamp lp There are similar matebps 
in other missile catoories. 

Tbe complement^ nature of tbe 
two companies’ air-to-air missiles 
operations could help Matra-BAe 
form a nucleus around which the 
rest of tbe European misrile indus- 
try could coalesce. 


M atra’s products are 
standard issue on 
French fighters 
while BAe’s are fit- 
ted to British com- 
bat aircraft such as Tornado. 
Future weapons will have to be 
cozztotible with either aironfi type 
if foey are to sell well, and ofo^ 
European maziufacturers may 
r^ard folding their interests into 
the Matra-BAe grouping as tbe best 
way to e^)loit tbe opportunities. 

This mii^t apply, to example, to 
the members of tbe consortium 
framed to develop a missile as the 
principal weapon for tbe new tour- 
nation Eurofigbter, and which 
could be fitted to the French Rafale 
and the Swedish GiipezL Members 
of foe consortium include General 
Electric Company from the DE, 
Daimler-Benz Aerospace, Aletiia of 
Italy and Saab of Sweden as well as 
Matra and BAe. 

Tbe two companies’ wider ambi- 
tions to get their hands on part or 
all of Thomson are less well 
defined. The Franch govenunent 
has said it wishes to privatise 


Thomson as a whole, with its loss- 
mak^ consumer eiectronics and 
multinnedia business still attached 
to Thomson-CSF, the profitable 
defence electronics operation. 

The government has negoti- 
ating with Alcatel, foe electronics 
and tdecrans giant, and the Lagar- 
d£are publishing and defence group 
over who nugfit buy Thom^ as a 
whole. Unlike Alcatel, Lagardbre 
lacks the financial mu^e to take 
on Thomson single-handed, hence 
the announcement of a consortium 
to include BAe. 

Nevertheless, it is not clear that 
the Lagardere grouping can muster 
the muscle to a full bid. And even 
If the group can gather tbe 
resources, earfy indications seem to 
suggest that foe French govern- 
ment favours Alcatel as a buyer. 

Canny observers, such as GEC 
which has business linitR to both 
groups, ai 9 >ear to be staying inter- 
ested but strictly neutral until the 
governimeint decides in piindple to 
which team it wishes to sell Ihom- 
son. Only then will serious n^tia- 
tions be^ over the future sb^ cd 
the French defence electronics 
Industiy. 

Desi^ the protestations ot foe 
French government, Thomson’s 
civil electronics businesses seem 
likely to find their way into another 
civil company. France could then 
attempt to utimic the defezkce con- 
solidation in the US and bring 
together Thoznson's defence elec- 
trmics business with the fighter 
operatirais of Dassault the Ftrach 
fighter aircraft company. The mis- 
sile, heficopters and space buriness 
could be brought together with 
those of Aerospatiale, under the 
ae0s of Alcatel It would then have 
created a smaller national version 
of the huge Lockheed Martin-Loral 
operatirai in tbe US. 

Alternatively, Frazice could seek 
international partneis for the busi- 
ziesses, with a joint venture poolizig 
all of GEC-Marcozii's defence 


• O B S E R V E R • 


Let Rome in 
Tiber melt 

■ Many horrified Romans 2 ue 
already ^Miring plans to vacate 
foeir city during foe year 2000, 
when an estimated 4Qm vtsilors are 
expected to deck the town in 
wreaths of piety, celebrating the 
founding of Christianity. Those 
that stay pat might re^et it, if the 
Polisb-^tish aii^tect Cezai 7 
BedziaiskL currentiy holder of a 
scholarship at the British School in 
Rome, gets his way. 

TtoSnarglri >iaa a thing about 
bridges, having created an 
award-winning design to a 
pedestrian walkway over the river 
Thames in Ijondon. He is also now 
involved in a project for an 
alummium sculpture bridge tor 
Lrveipoors Albert Dock. He 
recently explained to an audience 
at Rome University’s architecture 
toculty how his concept of 
‘inhabited bridges” irimiiar to 
Florence’s Ponte Vecchio) could 
come in useful for foe festivities in 
2000. 

His notion is the building of 20 
new temporary bridges across foe 
Tiber, from Monte Testaccio in foe 
south of Rome to foe Ol^pic 
stadium in foe nexth. Tbe bridges 
would ease pressure on 
accranmodation by each offering 
lOQ hi gh -tech modular rooms, mth 
spectacular views of foe city. The 
bridges would all be painted 
diSerratt colours (he suggests 


pinks, blues and yellows) and 
would be separately leased. 

Presumably when they are 
dismantled foey could go on roving 
exhibition around the wra’ld. Or 
just be smashed im and melted 
dowzi, who knows? 


Capital idea 

■ Someraoe, at least, thinks 
Frankfiirt is bursting with young 
e^triate vriio lead a 
"teirifyinEdy active” life after 
working houia. 

His pa™<» is Chiis Hamley, and 
he’s launrhing JOum-Main Neus, a 
weekly ma gagitw destoad to rel^ 
local news, events and gossip to 
EUiglish-epeaking readers holed-up 
in Gennany's fimmeial capital 

are gomg to provote but not 
ofrend.’' says Hamley, who intends 
the mag to be liveUer than those in 
Luxembourg and Brussels, on 
which it is broadly based. 

Hamley rec&rais there are S0J)00 
people hviag in foe Kbein-Main 
area who use Rn gtish as foeir 
language of “first choice”. Aside 
from foe Brits arm the Americans, 
thrae are apparently significant 
ntnnbers of Irish. Scandinavians. 
Indians, Patostanis and Sri 
ijnkans - ready, or not. to rock. 

A former advertising executive 
with Saatchi & Saatchi in 
Germany. Hamley hemes 
Rhem-lHin Netes will ^ipaai to 
Germans, too, especially those who 
want to improve their Rnglish or 
“don’t have time for thick and 


stodgy Genoannew^apers".' ■ - 

The cover stray of the first istee 

- alarming l y from fog 

othtfwise advertising script 

- shows a young man gating ' 
wistfully at the Rhine, with tbe 

haariliTift - ‘Deapgrately gating 

someone. The truth ahrazt 
Frankfurt's singes”. . 


Cowrie's gifts 

■ A change of taick tor Brltahi'-s ' 
Lord Gowrie. who bad been. 
^ulrreHing away foe 
noo-esecative directoslfos since 
he moved two years ago from foe 
chairznanship of Sotheby’s Eun^ 
to bis uzipaid post as ebatnnan of 
the UK’s Arts Connril 

Yesterday, he cashed in his ehqe 
at Ladbrote azid left 'foe board, to 
which he has belonged rince Jnfy 
1988. He loved the eonqtany, he ' 
assured ahareboldezB at the aznjual 
meettog In the glfiterng ballroom 
td the l^ondrai HDton, but was 
acutely aware that the ttotional 
Lottey had proved more atfracttve' 
to many punters than Laidbrate’s 
bookies and caanos. The Arts - 
ConneO, of course, mops up its 
share of lottery lolly. 

It was not so mu^ a clash of 
interests as a dash of perceptioB, 
he said. The lottery, ba-was 
coQvhiced, woold ultimately 
extend tbe maiket in *nutterin^. 
Meanwhile. Gowiie can quit 
worrying ab^ the l^db^e share 
price - which has undeipa^fiaitted 
foe All-Share index by an 


unri^htiy S3A per cezzt since tbe 
.snmmaof 1968. 


Off a duck's back 

■ In South Afilca toni^t, Pdlo 
Jordan may be cracking even a 
bottle or two. He may even drink a 
toast to F.W de Klwrlc, to making 
some space in Mandela’s cabinet. 
At the end of March foe 
shaip-minded Jordan was dumped 
from ids key portfolio of post and 

ia tocnimlwwwtMit iqnp, jn u ZBOVe 

that some insiders at the time 
r^iarded as a steiped wrist for 
■having dared to ciiticise - albeit 
sotto vpee — tbe great Hiaw and his 
(tomty, Thabo HbekL 
. But clearly Jordan has bis 
snppralers. Fra* yesterday, in the ■ 
wake of the Nats’ ddiection, he 
p( 9 ped up again - as minister of 
the envfronment So plenty of 
ifoance to continue pouting cold . 
water over the festivities. . . 


Ballot-box bonuses 

■ As India’s main parties scramble 
to form a coalition with 
todepeDdents, the gostip in New 
DeShi is that foe purchase price of 
a Tloatiiig MP” prepared to “help" 
a party to form go v ernment 
amouzite to foe equivalent of sozzie 
£3m. ft does'notsbg) there. The ' 
wrad E that there are seme meaty 
bonuses for those floaters bringing 
others akrng with them. RcA out 
the (pork) barrel 


operations with those of Thom- 
soo-CSF - a natural fiL Perhaps, 
less probably, it could decide to 
break up Thomson-CSF. selling the 
missile operations to the Matra-BAe 
Joint venture, for example. 

Since none of the companies 
vying to lotion knows what foe 
outcome will be. each is attempting 
to keep its options open by express- 
ing an interest in every possible 
opportunity. Most European indus- 
trialists are keenly aware that It 
was those US companies which 
struck deals to buy other defence 
companies early which had the 
upper hand when it came to further 
consolidatioa None wants to be left 
behind In Eiuope. 

Yet those internationaJ compa- 
nies keen to move in on French 
companies foould look carefully at 
tbe announcements on tbe future of 
the industrj' made by President Chi- 
rac in March. Negotiations between 
GEC and Thomson about a defence 
jotot venture were well advanced 
when the government decided to 
privatise Thomson as a whole 
tostead. The derision to mei^ mili- 
tary aircraft maker Dassault with 
Airbus-maker Aerospatiale also 
seemed to owe more to a French 
love of s^e. rather than foe colder 
logic of eliminating duplicated 
capacity in the UK. Fi^ce and Ger- 
many. 

In those few joint ventures so far 
n^iotiated with French companies. 
France has shown a remarkable 
reluctance to strike a deal it 
feels il has the upper hand. In the 
GEC-Matra space business and 
GEC-Thomson soztar operations, for 
example, tbe French have technical 
if not at^lute, cootroL 

That desire may lead France to 
construct a national champion 
while publicfy espouring European 
integration in defence. If it does so. 
European rationalisation will be 
delayed, more difficult and more 
expensive than it need be. It will 
also almost certainly be too late. 


100 years ago 

The ffirilian snlidinr bidnsfry 
One the chief questions ziow 
engagizig the attention of foe 
Cabinet is that of the 
ameUoratioa of foe suhfonr 
industry ct Sicily, whi^ is In a 
very depressed condition owing 
to the cmxqpeliticHi of pyrite to 
the production of sulifouric add, 
and the fect.ttf the supply now 
largely exceedmg foe demand, 
not to mention tbe threatraiing 
rivalry of Japanese sulphur. The 
price has fallen fium' 140 lire to 
60 lire a too. It is now proposed 
to abolish foe export duty of 20 
per cent, vdiirii tormeriy yielded 
an annna] revenue of 3.400.000 
lire. 

50 years ago 

Mexican Railway Co. sold 
New York, 13th M^;- Tbe 
British-owned Mexican Railway 
Cranpany whi^ (iterates 
betw^ Mexico Cify and Vera 
Cruz has berai sold to Natiraml 
Railways of Mexico according to 
a dispatch from Biexico City. 
AlfooQ^ foe terms have not 
been azmoanced, il is understood 
that a cash payment by Mexico 
and delivery by tbe British 
znanagement will take place tins 
week. Mexico is to pay foe 
British an tetiznated amoont of 
48J)00J)00 pesos (approximatefy 
£^450J)00 at current rates), 
which is said to le^eerazt about 
ODe-fbuilh of what the 
crairiructtoi of the line cost. 
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Protestant marches will severely test negotiations 

Britain hopes to prevent 
disruption of Ulster talks 


By John Kampfher bi London 


The BriUsta government may ask 
a group of pJnTrrhtPPTi anri laW' 
yers to advise the Royal Ulster 
Constabulary on this y^s Prot' 
estant mardies In an effort to 
prevent sectarian tension diS' 
rupting all-party talks on North- 
em Ireland. 

'Hie idea, which has been pro- 
moted by the (g^>osition Labour 
party, be seen by Z>aUin as a 
sigidBcant overture to Sinn F@in 
anH the nationalist conununi^. 

Sir Patrick BSayhew. Nartbem 
Ireland secretary, yesterday 
stepped op pressure on the Irish 
Republican Army to restore its 
ceasefire - a move that would 
allow Sinn Pdin, its political 
wing, to Hiter negotiations due to 
begin on June 10. 

Sir Patrick is espected to use a 
speedi in BelCast on Monday in 
f^t of the US ambassadcH' to 
reaffirm Britain's commitment 
that the talks will deal with sub- 
stantive issues about the prov- 
ince’s future. 

In the nest few days he is also 
likely to announce that former 
US Senator George Mitchell will 


chair some of the most importwt 
ni^otiations - those dealing with 
Dublin’s role in Northern 
Ireland’s affairs. 

The UK and Irish goverznaents 
have yet to decide whether Mr 
BGtchell - whose report on para- 
military decommissioning last 
January was well received by all 
sides - win also bead the busi- 
ness committee. This wiU guide 
the talkie daring the difficult 
early stages, whidi could be dom- 
ina^ by the arms issue. 

Ihe govmmnents are woikiiig 
on the idea of a ’’separate mecha- 
nism" in the a^tiations to deal 
with decommissioning. 

The negotiations will face a 
severe test when Protestants 
b^in their ann ual season of 
marches in July, often throu^ 
Catholic areas. 

Ms Marjorie Mowlam, shadow 
Northem Ireland secretary, wrote 
to Sir Patrick in Febrnaiy sug- 
gesting an independent group to 
advise the RUC on specific 
parades. Ihe id» has won back- 
ing fiT)m the RUG deputy chief 
constable and church leaders. 

Speaking in Belfast, Sir Patrick 
said both governments wanted 


an open agenda for the talks 
■^vith nothing preordained, noth- 
ing ruled out nothing ruled in”. 

Mr Mltchel McLau^ilin, Sinn 
Fein cba jriTian, described Sir Pat- 
rick’s remarim as ‘Very signifi- 
cant". He added: ‘Tf John Major 
were to give the same reassur- 
ances, then I think we would 
know there is a potential for 
doing business." 

However, the British. Irish and 
US government continued to 
received confusing signals about 
IRA intentions. 

Mr Gerry Adams. Sinn Fdin 
president soo^t to damp eqiec- 
tations of an imminent ceasefire, 
a day after the party’s chief nego- 
tiator, Mr Martin McGuinness. 
raised optimism by saying tbe 
IRA was “open to persuasion”. 

The Clinton administration, 
meanvri]jle. issued two warnings 
to tbe IRA. Ms Nancy Sodeberg, a 
senior presidential aide, called on 
the IRA to restore the ceasefire it 
broke in Fetnuary. Senator Chris 
Dodds, chairman of the Demo- 
cratic Party and head of Mr Clin- 
ton’s re-election campaign, 
hinted that Mr Adams could be 
refused future US visas. 


LA smog 
cops seek 
clean cut 
in dirty 


mowers 


^ Chrfotopber Parkes 
in Los Angeles 


Bulgaria decides on severe 
measures to defend currency 


By Theodor Troev in Soifia 
and Kevin Done In London 


Bulgaria yesterday decided on a 
package ^ severe measures fol- 
lowing a coU^ise of confidence in 
the country’s currency. The 
moves inclxide the closure of 
lo^makiiig companies with the 
loss of around 29,000 jobs. 

The harsh policies are likely to 
test the impukrity of the govem- 
meuL whk^ was forced last week 
to increase interest rates from 67 
p^ cent to 108 per cent to sup- 
port the cuiren^, the lev. 

Most Butearians still retain 
expectations from the communist 
^ that the state will take care 
of them. But job losses coold 
reach 60,000 when companies 
whidi cannot be closed, such as 
state railw^, are restructured. 

Tbe Socudist go v ernment yes- 
terday entered a second week of 
intense negotiations with offi- 
cials of the InteroationaJ Mone- 
tary Fund and the World Bank, 
whidi said yesterday they were 
encouraged by tbe willingness to 
take "difficult" measures. 

The talks are focusing on 


67 loss-making state companies 
to close with loss of 29,000 jobs 


reforms to lehabilitate the des- 
perately undercajutalised banks, 
restructuie hundreds of heavily 
loss-making state enteiprises and 
speed the pace of privatisation. 

There were stQl queues yester- 
day outside banks which had 
inmosed limits on the amount of 
money th^ would ^ve to anx- 
ious depositors, hi spite of state- 
ments of ^vemment officials 
that deposits of the population 
wUl be gnaranteed, necessary leg- 
islation has not yet been passed. 

Many traders ^ imported noor 
perishable products are selling 
goods for hard cnnmicy rather 
than the lev. Some imported 
goods, such as medicines, have 
disappeared from the shelves 
amid confusion over how much 
they now cosL 

The cmtroversial polities were 
discnssed at closed meetli^ of 
Bulgaria's ruling Socialist party 
at the weekend, when it was 
agreed the govemment must take 


extreme measures to restore con- 
fidence in the linking system. 

“ft is early yet to claim that the 
slide of tbe lev has been defi- 
nite reversed,” Mr Mileti Bdlad- 
enov, Central Bank deputy gover- 
nor. said yesterday. 

Mr Zhan Videnov, the SociaUst 
leader, sou^ to dispel fears that 
Bulgaria mi^t default on its for- 
eign debt payments of around 
|1.2ba this year. While admiring - 
that foreign exchange reserves 
had shrunk "dangerously", be 
said It was absurd to think that 
the country would again seek a 
ZDoratorium on its debts. 

Ominously for the reform p^ 
cess some hisdi-taaking Socialist 
party members criticised thct. 
choice of companies to be closed, 
and tbere have been proteste at 
some threatened enterprises. 
Wwkers and managers at Bulgar^ 
ia’s second largest oil refinery 
held a rally last week asking why 
their plant should be closed. 


Apple wiU halve models to halt sales slide 


Continued fttnn Page 1 


developers, and announced a 
$2Qm fund fyr cumariseting activ- 
ities with them. There was also a 
plan to help smaller developers 
find venture capital funds. 

Newton, Apple’s failed "per- 
son^ digital assistant" and its 


"home appliance” development 
efibrts would be refocused for use 
with the Znteniet, be said. Apple, 
which has been slow to reccgnise 
the significance of the Internet's 
rapid growth, would introduce a 
low-cost Internet access terminal 
later this y'ear. he said. 

AHhou^ there were few sur- 


prises in Mr Amelio's presenta- 
tion, analysts vrere impressed. In 
late afternoon trading Apple 
tiiares were up % to 27V«. 

■ Mr Larry Tesler, Apple 
vice-president of Ihteniet technol- 
ogy, said that by the end of this 
year all Macintosh products 
would be Internet ready. 


Tile 1.7m petroi^lriven lawn- 
mowers and leaf blowers which 
daily buzz in Ue backyards of 
the Los Alleles region have 
become tiie latest target of the 
city’s smog poliea 

The fi^t against poUutian has 
shifted to the garda because a 
sm^e mower used for 20 hours a 
year blows out as much 
suH^-prodncing gas as a new car 
drivra 26,000 i^es, acconUng to 
the South Coast Air Quality 
Man^emeiit IMstrtct agency. 

To encourage a switch to 
electric appliances or 
old-foshioned muscle, the agmicy 
has annoDDced it will offer 
"smog credits'* to retaDers for 
any petrol-powered garden 
appliance which tiiey smp. 

SnH^ credKs, which are traded 
in an market, are used by 
businesses to help meet 
statuto^ emissions limits. 

Appliance retailers can now 
offer their customers cash 
rebates when they trade in 
their petrol mowers, and recover 
the mmiey by scrapping the old 
mowers and eamii^ cr^ts. 

About 400 Californian 
companies now have permission 
to trade in the regional smog 
credits market, but changes are 
under way to increase the figure 
to 300,000 companies. 

The move will complement 
other busines&related measures 
sadi as tbe issue of credits for 
car pohlnig, a 1990 ban on the 
sale erf poIluQng barbecue lighter 
Quids, and a 1994 credit-related 
bny-and-scrap programme which 
has removed an estimaM 7,000 
"smokers" or pre-l^ cars 
the roa^ 

The initiative ftrflows a reomt 
decision to roll back a plan 
which would have obliged 
vtiiicle makms to start selling 
set quotas of zero-emission cars 
and tmete in 1998. 

Now these wfU be introduced 
according to market demand. 

Power gardmi tods daily add 
22 tons Of volatile organic 
compounds to the air - more 
than aU aircraft Qying over the 
four-county area (not cemnting 
petrol spilt during reftaelling), 
according to the Air Quality 
Management Disblct agem^. 

Agency oflBcialB, who say the 
plan may con 15 per emit of the 
area's petrol-powered mowers, 
have recently focused their 
efforts on voluntary pollution 
control schemes following 
complaints from business and 
govenuuent that over^ugnlation 
te one of the main sources of 
corporate disenchantment with 
California. 

Altbouidi Los Angeles is the 
only metropolitan area in Qie US 
officially classified as still 
snffning from "extreme” sou^, 
atmospheric pdfntion there is at 
its lowest in 40 years. 
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FT WEATHER GUIDE 


Europe today 


f frnnTTnmH)' cool air mM cover the western 
part of the continent The boundary separating 
cool air in the west from warm air in the east 
wHI be nearly stationary from the Balkans 
towards the Baltic Sea. As a result heavy 
thunder s how e r s will occur in the ixathem 
BaHmns and eastern Poland. Hot and sunny 
conctitions across central Russia and Belarus 
wHt boost afternoon temperatures to 30C. 
Greece and Turkey wUl turn cooler and 
maetUed with mountain and coastal showers, 
ftafy win be partly tioudy but mainfy dry. Low 
doud win produce drizzle in parts of Germany, 
north-east France and the Low Countries. 
Southern Scandinavia wB be quite warm but 
the south-west will have patches of rabi. 

nve-day forecast 

North Sea countries will have increasing sun 
during the second hatf of the week. 
Scandinavia win turn cooler as warm air 
retreats into eastern Europe. Nortiv-westem 
Europe win continue inseasonably cooL 
South-eastern Europe viriil have numerous rain 
and thmder showers but conditions wB 
krrprove later in the week. The western 
Mo dlt crra n oan will become ureattled. 
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THE LEX COLUMN 


Defensive puzzles 


Restnicturing Europe’s defence 
indusliy is like solving a Rubik cnbe. 
The bosmesses are split between dif- 
formt countries and conyianies, just 
l&e colours being jumbled up on the 
different rides of the cube. The ulti- 
mate goal is a series of pan-European 
businesses, each focused on a sbigle 
^ledality such as defence electronics, 
aerostructures and so forth. But each 
piece <rf tbe puzrie is so elaborately 
connected to the otheis that muMpie 
st^is. some of which seem to have 
liffie to do with reaching tbe desired 
rt^t. are needed to solve it 

Look at the latest moves in France. 
Lagardbre's long-discussed missile 
joint venture wiA British Aerospace 
is a Ic^cal combination: over time, 
they will be able to pool research and 
development spending, streamline 
product ranges and avoid cutting each 
Other’s throats in export markets. 

But BAe's involvement in a possible 
Lagardmu bid for Thomson-CSF. the 
Frmch state^ntroUed defence elec- 
tronics giant, has less obvious logic. 
Why would BAe want to sink lai^ 
aninunts of capital to buy a minority 
stake in a groiq> which has little syn- 
ergy with its own? The answer is such 
an outcome is not an ultimate goal but 
an intermediate step. The hope would 
be that a stake would ^ve it leverage 
to engineer co-operation in areas 
where there is overlap: missiles, naval 
command and control systems and 
systems integration. 

From lag^kre's perspective, jom- 
ing farces with BAe adds ciedibil^ to 
its Tbomson-CSF bid. Lagardere is too 
j gmaU to buy a group whose market 
I capitalisation is hj g^er than its owzl 
That said, its case wo^d be stronger if 
I it could bring in Britain’s General 
Electric Company as an ally too. Not 
only does GEC have oodles of cash; 

I the syneigies between its Marconi unit 
and Thomson-CSF are compelling. 

The snag is that GEC is not wining 
' to back LagardSre’s bid so lo^ as 
France’s Alcatel Atethom is still in the 
, race. GEC is already tied to Alcatel via 
their vast GEC-Alrihom power engi- 
neering venture, and so it would be 
unwiUing to npset its partner by back- 
up a rival 

Besides. Alcatel still looks the 
favourite to bag Thomson-CSF. 
because It is more wDliog than L^^ar- 
dere to take Thomson Mnl tinwriia. ^ 
indebted consumer electronics group, 
off the government's hands. 

AU the manoravring is incredihly 
complex, bid it does seem that tbe 
Rubik is slowly being solved. Tbe 
snag Is that, with US defence compa- 
nies restructurii^ at lightning speed, 
Europe could do with steiqrfng im tbe 
pace. 
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>TlNaMn-CSF 


ance sheet ri^L banding casi 
shareholders and cutting tbe\ 
at the same time. J 

Alt^natively, it can fight 1 
is that tiie i^uJator’s plans Icr 
lectually robust British Gas's 1 
by contrast, has got off to a bi 
hianring about safety bints at i 
tion. and talk of lOfiOO job cuts 
so^ests titt T^nlator’s woiiie' - i 
efficiency have a point ' 


But aU is not lost Tlie regnfatorr 

ni tallcinp in terms of a wi^‘ ranr, 


SaumFTEree 


still talking in terms of a wide ran^. 
with initial price cuts of between 20-: 
per cent translating into average pos' 
tax. post-interest cash flow of ocf 
than £2(>0m' a year at tbe top .sod ■ - 
and close to zero at the hotted P. 
resnlt at or above the top would bi. 
woftii fighting for tootii and 
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British Gas 


Thero will cams a time to to put 
money on British Gas's fortunes tam- 
ing, but yesterday was not it. To 
ontforstand the a^re^iveness of tiie 
r^i^or’s pnqtosals, begin with her 
starting-ixunt: British Gas's Transco 
business, her consultants have told 
her, is no more effidmit after 10 years 
in the private sectOT than the water 
and regional electricity companies 
were at the time they were privatised. 
Make no mistake. These are proposals 
designed to force ITansco out of vriiat 
the ragnlator thinks is cash-rich enn- 
placency. 

The problem for invesUs's is that if 
TVansco fails to deliver they will end 
up taking the pain. Up to a point they 
already have - but even ato yester- 
day’s foil it is difficult to see why the 
shares should not foil ftirtber. Accord- 
ing to tZie regulatm*, tize nud-point of 
her range would leave Transco wi& 
average aftm^taz cash flow of £32(bn 
($486.40ni) over the next five years. 
Add an optimistic £}50m from etqtloFe- 
tioD and productioa snbtract interest 
costs of £200m - and halvii^ British 
Gas's divided b^iins to look bullish. 
Put a halved dividend on to the same 
yield as, say, the water sector and 
Transco Intmiataonal is worth around 
14Qp a share - roughly what a dis- 
counted cash flow valuation suggests. 
Triie, the rest of British Gas is worth 
something, but not enouj^ to justify 
the curreoit share price, if the regula- 
tor gets her way. 

Of course. British Gas has ways out 
It could, for iastance, oootmue paying 
a h^ dividend, financing investment 
by borrowing. But in practice, this 
would amount to boTTOwii^ to pay the 
dividend - irresponsible, even tiiougfo 
tbe balance sheet needs gearing up: 
Better to get the dividend and the bal 


Montedison i 

Ita^s firat ^imznero of fiTinnrfwiiflff I 
activism, have not come a momenttro 
soon. A large investor in tiie spi&tn- 1 
ing conglomerate Montediron has ! 
written to the cbafrmahoutiinbig how i 
the bolding structure has resohed in'j 
riramatin undmvaluatico. ' 

Undoubtedly, Montedism is a a com- ' 
pelhiQ target for a break-up. Montedi- i 
son controls listed businesses in i 
French foods through ErMania | 
Bi^im-Say ^d Ttalian power vfo' Edi- 
son, as wen as a profitable dwtolcals | 
joint venture with Shell and a phanna- ' 
ceuticals business. Tbere Is no syn* 
eigy between the parts, and Ifttle evi- ; 
dence that head office adds much 
nuxe toan costs. The current sum at 
the parts amounts to up to 50 per cert 
more than the share pric^ and with- 
out Montedison's oontrolhi^ influrace 
Eridania and Edison would attract 
healthy bid {xemiums. 

Nonetheless, the activists may be 
bariting up the wrong corporate tree. 
The problem is Montodfoon is 32 per 
cent owned by Femiza Finamiaria, 
and a foeak-up seems vtrtually inqios- 
sfole without Ferfin’s siggiorL Fofin 
fell into the hands (rf Mediobanca late 
last year and Mediirfianca owns a fhr- 
ther 4 per cent of Montedison. The 
prospect of coiporate finance fees and 
c^tal gains would sway any other 
merchant bank, but M^obanca is 
likely to be less receptive. As the 
brains behind the mothballed pron^ 
als for a simercon^onierate throi^ 
the merger of Gemina, Ferfin and oth- 
ers. It would be an extraordinary 
volto-foce if Mediobanca were to engi- 
neer the complete opposite. Nonethe- 
less. minority shareholders deserve 
full marks for tryii^. 
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Not all Executive 


MBAs are the same 


Not even ours. 


Wh.it you see here is jusr one of many dtfficiiJt 
deeisions you'll learn to face on our p^rt-cimcl 
EKecuiivc MBA Programme. I 

Because, to complement our H core courses, you 
also choose a further 1 1 subjects from a range of over 
70 electives (described by Which MBAi as ‘Truly 
inventive in the way they draw upon research and 
knowledge from different departmeats’). 

Combine this with our iniemadoaally renowned 
faculty, our overseas assignments and management 
consultancy repom and you have the opportunity to 
design the MBA that suits your ambitions — and those 
of your sponsoring organisation. 

Starring in Januarf, rhe Executive MBAk day 
release structure means that you can reconcile a 
rigorous and thorough management education with 
the demands of your present job. 

For further information or ro reserve a |dace at 
our next Information Evening, please return the 
coupon or call/fax the number below. 
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For hinher iafomuricM, or to reserve a place « mir nen Infomutiun Evauiq;, please anadi a business Curd or wnte/fu kt Mr Tun Ynric, 
MBA tnhinnation Officer. London Business Scfnol, Sussex Place, Regeni'k Park. London NWI 4SA. UK. TelefdionR -M-liOM'l-TOS 685^. 
Fax: *44(01171-724 7875. email: mba-infoQibs.lan.ac.uk Web sir hapd/www,lbsJon.ac.ulc 

I would liken receive more intomubenoni^O 1 vmuld like ro anend the Informarmn Evmir^ on )5rii May D IJrhJuneD 

Name: > 


CiMnpaey. 


Address: (O home or O office) 
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